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HE action of the banking interests in raising money rates and thus check- 
ing what seemed likely to become a dangerously inflated stock market 
position, was in part the result of a concerted policy and in part due to 

the heavy outflow of money to the interior, which caused a sharp, though 
probably temporary, reduction in reserves at New York. 

There can be no quesion as to the wisdom and timeliness of the action 

taken by the banks. It was necessary both from the point of view of their own 
interest and from that of the interest of the public. 


Federal Board and British Treasury Note; 


HE attitude of the Federal Reserve Board in counseling its member banks to 
be cautious in buying the proposed issue of British Treasury notes has caused 
more of a sensation than the circumstances really warranted. What is the 
Board for if not to safeguard the interests of the banking and business world 
as a whole, with a view to the more distant future as well as to immediate 
advantage? 

As a matter of fact the Board said nothing prejudicial to the issue of un- 
secured loans here by the belligerents except the mild remark that the banks 
should, so far as. practicable, leave these to be taken by private investors be- 
cause they could not properly be considered a liquid form of investment. Even 
though such loans might be nominally liquid in that they would mature in a 
few months, they would not be actually liquid because they would necessarily 
be paid off by another issue of the same or of some other security. We could 
- expect such loans to be really taken up and finally disposed of until after 
the war. 

The Board’s recommendation was based almost entirely on our own credit 
position. We are in an era of tremendous loan expansion, the like of which 
has never before been seen in this country or in any other. We have plenty 
of gold to form the bank reserves behind these increasing loans, because of 
the great quantities that the Allies are constantly pouring in upon us—over 
$50,000,000 last week alone and about $450,000,000 net in 1916 to date. But 
under such extraordinary conditions it is certainly the part of conservatism 
for the banks to carry relatively large reserves and to keep their loans in a 
reasonably liquid state, so that an unexpected ending of the war or a possible 
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embroilment of this nation would find them strongly bulwarked against sud- 
den demands. 

One of the principal reasons why the Board's action attracted much atten- 
tion in the Street, and a possible reason for adverse comment in certain quarters, 
was the great influence and prominence of the bankers who proposed to handle 
the issue of Treasury notes. It has been a very long time since these bankers 
encountered any serious opposition to their plans. The novelty of the present 
situation has therefore aroused interest. 

The" Board’s™ Policy 

can be stated authoritatively that the action of the Reserve Board marks 

a definite turning point in the development of our banking methods. The 
law constitutes the Board in effect a central banking power, charged with 
somewhat the same responsibilities of supervision over the country’s finances 
as thosé that devolve upon the Government banks of Europe. Eventually those 
responsibilities will be for the most part discharged by the control of discount 
rates, as in Europe. But at present, because of the abnormal conditions the 
war has brought, the Board is unable to control interest rates effectively. It 
has therefore adopted the simpler method of issuing direct and public counsel 
to the banks, such as it deemed necessary to maintain sound conditions. 

This policy will be continued whenever occasion requires. The immediate 
approval of the Board’s policy by leading financial publications and by con- 
servative bankers not directly interested in the floating of the Treasury bills 
has been a source of considerable satisfaction to members of the Board. It 
has usually been assumed that action of the Board in the direction of limiting 
the extension of credit in times of rapid expansion would necessarily be un- 
popular; but in the present instance at least, although some criticism has been 
aroused, the main body of intelligent opinion throughout the country has 
cordially endorsed the Board’s conservative action. 

From our own point of view, it is decidedly cheering to see that the Board 
is not lacking in the necessary backbone to take the bull by the horns at this 
—_ date, when it would have been perfectly easy to find excuses for not 

oing so. 


The Public’s Holdings of Stocks 


THE aggregate quantity of stocks’ now carried by “the public,” as that term 
is used in Wall Street, is now without doubt larger than ever before. 
There has been heavy realizing by. important cliques in the expectation of lower 
prices even though the advance might later be resumed. Stocks carried on 
margin form a very large part of the holdings of every active brokerage house. 
The banks have a great deal of industrial collateral in their vaults, on which 
they are loaning to brokers. In fact, that feature of the situation has been the 
prime moving cause of the marking up of money rates and the discrimination 
against the industrials. 
There are, however, many considerations that tend to make this condition 
of things much less dangerous than it would be under ordinary circumstances. 
For one thing, “the public” is a great deal richer than ever before and 
therefore better able to carry stocks. Our national wealth has increased by 
leaps and bounds during the past two years, and an unusually large part of 
the increase has been in the bank accounts of the class of business men who 
are accustomed to deal in stocks. A majority of these investors are well pre- 
pared to take care of their accounts in the event of sudden adverse developments. 
Brokers, also, are more conservative in their margin demands than for- 
merly. The big fluctuations of Bethlehem Steel, U. S. Industrial Alcohol. 
Crucible, and many other stocks make it easy for the broker to demand and 
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get abundant protection from his customers, since everyone can see that what 
were formerly considered good margins would be entirely inadquate in the 
present market. An important element here is the greater confidence that 
the average investor now feels in the stability of brokerage houses, due to the in- 
creased oversight of the New York Stock Exchange over its members’ business. 

Again, our improved banking system absolves us from the fear of actual 
money stringency. Rates may rise moderately, but actual scarcity of money 
is unthinkable under present conditions. 

Nevertheless, big public holdings of stocks on margin can never be en- 
tirely without an element of danger. Many thousands of investors have good 
profits in their commitments and are wondering how much greater profits they 
can get. Sudden bear news would unavoidably influence many of them to 
seize their profits at once, thus bringing a flood of selling orders. We had an 
illustration of this a short time ago when a German submarine visited our 
shores and discharged a few casual torpedoes. This action was within the 
laws of war as our Government has interpreted them; but that did not prevent a 
sudden flood of selling which wiped out many a profit which had been counted 
as practically secure. 

-Heavy Financing 

\VHILE the United States is accumulating capital far faster than ever before, 

it must not be forgotten that the demands on our supply of capital are 
also very heavy. Our total issues of securities for eleven months of this year 
have been $2,073,000,000. This has only once been exceeded in our history— 
in 1912, when the amount was $2,091,000,000. But this year we have also 
absorbed $1,381,000,000 of foreign government loans and have bought back an 
unknown value of our securities formerly held abroad—the smallest éstimate 
would not be less than $300,000,000. 

The total demands on our capital, therefore, may be roughly figured at 
$3,750,000,000 for the eleven months, or an increase of 80 per cent. over the 
best previous eleven months. 

This steady soaking up of our capital is the real reason for the Federal 
Board’s timely warning, for the drop in New York’s bank reserves to $41,000,000, 
for the gradual rise of bank loans as compared with deposits, and for the 614 
per cent. rate on call money. With our abundance of gold and our new bank- 
ing law we can keep this up for a while longer, but the general tendency is in a 
direction unfavorable to security values. 


More Money Required by General Business 


MOREOVER, it takes more credit to handle the business of the country at 

present prices for commodities than ever before. An immense volume of 
bank credits is based directly or indirectly on commodities and securities. 
With wheat, corn, cotton, iron, copper, etc., at nearly double their normal 
prices, the credits thus used mount up very rapidly. 


This is a different thing from the permanent investment of capital; yet 
the two are inextricably intermingled. When an investor buys foreign bonds, 
we have no way of knowing what part of his payment for them should be. called 
capital and what part consists of credit obtained directly or indirectly from 
the banks. Credit is always used in place of capital to some extent, and at 
present more so than usual. 


The Prospect 


T is a well understood principle that it is generally a poor time for the in- 
vestor to buy after a great many others have bought; also that it is generally 
unwise for him to enter a market in which an unusual quantity of stocks is 
being carried on margin. That is certainly the situation today and we see no 
reason to think that the ordinary principles of investment should be abrogated, 
even under the stimulus of war. “Exceptional conditions” are apt to prove 
misleading. In the long run the stock market is the same old omind, 











Bull Markets—Past and Present 


Market History Which May Have in It the Elements of 
Enlightenment as to Future Course of Prices 





By THOS. L. SEXSMITH 





6694" VERY dog has his day” holds 
true in the stock market. The 
present is the day of the indus- 

trial. But it was not always thus by any 

means. Back in the wonderful bull mar- 
ket which began in September, 1900, an 
aggregate of twenty railroad issues ad- 
vanced about 57 points, reaching the 


highest point during the month of Sep- 


tember, 1902, after two years of rising 
prices. But while the rails were soaring 
to unheard of prices, much the same as 
some of the war stocks, metal shares and 
shipping securities have been perform- 
ing in recent markets, the response of 
the industrial division was most indiffer- 
ent, and by the time the two-year move- 
ment had reached its end, the net 
average advance of twelve selected in- 
dustrials was less than 15 points, only 


slightly more than one-quarter of the 
advance enjoyed. by the rails. 

An interesting comparison with the 
above is the present relative position of 


the two groups. Since making a low 
point during the summer of 1915, an ag- 
gregate of 25 industrials had registered 
an advance of 67 points at the high point 
for the present movement. The best that 
a similar average of railroads could do 
in the same period was to advance ap- 
proximately 17 points, just about one- 
quarter of the industrial gain. The shoe 
is now on the other foot. 


Market of 1900-1902 


In many respects the bull market of 
the year 1901 was the most notable in 
market history. The total turn-over of 
stocks during the first six months of 
1901 was over 172,000,000 shares, an 
monthly average of nearly 30,000,000. 
That record rate of turn-over has never 
since been equaled, that is, it has not 
been maintained on average for as many 
months. The two months ending the 
vear 1905 and the first month of 1906 
had an average turn-over of 31,000,000 
shares, but the following three months’ 
total trading showed a marked contrac- 


tion. Since the beginning of September 
the present bull market has been doing 
very well, indeed, and if it can gain just 
a little more momentum it may do som« 
record-making on its own account. For 
the three months ending with the last 
week of November, the monthly dealings 
have been at the rate of 30,000,000 
shares. Because of the more exacting 
rulings governing trading on the Ex- 
change, and the resultant diminishing of 
“wash selling” and other abusive prac- 
tices which prevailed to considerable ex- 
tent in the markets of other days, it is 
estimated that the amount of business 
represented by the figures for the pres- 
ent markets greatly exceeds the actual 
turn-over of the busiest times in the past. 
That is a matter of conjecture; but it 
must be remembered that “in the good 
old days” some rather weird deals were 
“put over” on the Exchange. It is grati- 
fying to know that the Street is growing 
ethically better. 

During the first eight months of 1902 
the twenty rail averages advanced ap- 
proximately 20 points. It was a straight, 
steady advance, interrupted by no reac- 
tions of consequence, the kind of market 
in which “everybody makes money.” 
While the rails were making their ag- 
gressive movement into new record 
ground, right on the top of an advance 
of about 40 points scored during the pre- 
vious year, the industrial averages were 
content to flutter up and down within a 
range of less than ten points, and their 
gain, at the end of the eight months 
period, was nil. 

How many investors and speculators, 
do you think, asked the question, as the) 
observed the rails shooting sky-ward 
while the others stood still, “When will 
the industrials start up?” Any who 
bought on the expectation that indus- 
trials would follow the rails had a long 
wait before their hopes were realized. 
And the experiment proved a costly one 
to “see it through,” because by October 
of the following year, 1903, the average 
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price was down 25 points. It does not 
follow, However, because in the market 
we are now having rails have so far con- 
sistently refused to go up in company 
with the industrials, that they are bound 
to have large decline when the “bull 
move” in industrials will have come to 
end. That is, of course, possible, but 
not probable in the light of the apparent 
absence of distributive selling in them 
during recent markets. - 
A Real Bull Market 

The bull market of 1904-1906 was the 
greatest of them all. From the low point 
touched in October of 1903, to the high 
point made during the month of Jan- 
uary, 1906, the twenty rails advanced 50 
points, and the twelve industrials not 
only equaled this remarkable achieve- 
ment, but advanced on average 60 


1900 | 1901 | 1902 1904 


Sixteen Year Profile 


points. That was the time they “came 
back” in earnest. Old timers never tire 
of recounting those stirring bull days. 
No one ever bothered to wait for reac- 
tions then. If he did he never made a 
trade, because stocks simply refused to 
react. It was the heyday for “tipsters,” 
because no matter what they gave out as 
a purchase it made good eventually. 
Everything went up, old issues usually 
active, and those almost forgotten, as 
well as hundreds of newly created secur- 
ities, both rails and industrials, all were 
entered into the wild riot of buoyancy, 
and the day that did not yield a score of 
“new highs” was rare indeed. It was 


a time of promiscuous promotions and 
gigantic mergers, a time when the 
shrewd and able organizers of the period 
capitalized the progress and prosperity 
of the future, turning it into millions of 
dollars of real money, which they ac- 
cepted in return for the new securities 
they had caused to be issued. 

Bull markets of the past all have had 
tops somewhere. That is a consoling 
thought for the bear of today. To the 
fellow short around bottom the top 
seems far away. I dare say that at no 
time during the furious rising markets 
of 1904-1906 did the outlook seem 
brighter than it did right on top of the 
60-point advance. Business was boom- 


ing as it never boomed before, and ex- 
tra dividends and new declarations of 
dividend policy followed fast, one on the 


1910 til | 


of the Stock Market. 


other. Apparently there was not a cloud 
on the financial sky, but clouds were 
gathering with amazing swiftness in the 
speculative heavens. But very few of 
the vast public which had come into the 
arena of quickly-to-be-won fortunes 
knew enough about the seductive game 
they were playing at to recognize these 
signs of approaching danger even if they 
had bothered to look for them. No one 
likes to awaken from a pleasing dream, 
but everyone does sooner or later. 


Effect of Distribution 


After making its top in January, 
1906, the market reacted during the 
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succeeding four months, then rallied 
back to very near its earlier high 
point, on the rail averages only, how- 
ever. The second top was established 
at the end of the year. But the best the 
industrials could do was to rally about 
half way up to their former top. The 
whole year was one of distribution, 
which means that stocks had been trans- 
ferred from strong hands to comparativ- 
ly weak holders. That is what bull mar- 
kets are organized for, chiefly. It is a 
rather good point to remember, espe- 
cially when someone tells you that a 
stock which is already up 50 points or 
so from a recent low price is “bound to 
go higher.” During the rally from the 
mid-year lows the market of the latter 
half of 1906 looked exceedingly strong. 
It had every outward appearance of a 
market which was set for higher, but 
somehow it never did live up to its looks. 
The reason was simple, and ample. It 
holds good today, as well as then, and 
will continue to do so while ever there 
remains a market. 


The Greatest Fundamental 


Students of price movement are ever 
alert to discover the fundamental factors 
which underlie price activity. Statistics 
without number are constantly compiled, 
and deductions of a most scientific char- 
acter drawn, the end in view being to ar- 
rive at a logical basis for making success- 


ful market forecasts. That all opinions 
so formed fail at times is no convincing 
argument against the study of funda- 
mentals. To be right more often than 
wrong is enough, and perhaps the ablest 
of the fundamentalists do quite as well 
as that, at least. But there is one fun- 
damental of price movement which goes 
back of all the rest, and, in itself, is the 
only one which any need know in or- 
der to conduct his operations with suc- 
cess. The man who can answer the 
question accurately, “Who holds the 
bulk of the stocks?” is independent of 
all other guidance. If he knows posi- 
tively the character of the ownership of 
the majority of the speculative and in- 
vestment issues which had changed 
hands within recent months, he can, with 
complete indifference, let the other fel- 


low study fundamentals to“his heart’s 
content. 

To state the case bluntly, prices for 
securities will not advance far beyond 
the point of public saturation, nor de- 
cline much below the levels of inside ac- 
cumulation. To determine these two 
zones, then, is the proper study for he 
who would do the right thing at the 
right time in the market. And because 
it is being done by a few is reason 
enough that others can do likewise, if 
they will devote the time necessary to 
study of the problem. 

An aid to enlightenment is the study 
of contrasts. Contrasts appear with 
great regularity in the market. When 
they do, make up your mind that some- 
thing of importance is transpiring. Dig 
out the meaning of the contrasting kinds 
of activity, and you will know what you 
may reasonably expect to follow. When 
the time for inside accumulation of stock 
arrives, it is usually accomplished in an 
unobtrusive manner. Stocks are taken 
up quietly, as they come to market, and 
nobody makes much ado about it. Some- 
times, the plan of accumulation calls for 
a swift break in prices, in order to in- 
fluence a wholesale giving up of stocks 
by public holders. Such action will have 
all the spectacular features needed to 
bring the desired result. When stocks 
are wanted the way will be found to ob- 
tain the required supply. Not so long 
ago decisions of the Interstate Com- 
merce Commission were made to do duty 
every now and then; Supreme Court rul- 
ings have ever been favorites; while on 
more recent occasions, “submarines” and 
“peace talk” are either of them effective 
when a “healthy shake-out” is deemed 
advisable. On such “scares” the foolish 
public rushes to sell something it usually 
paid more for than it will receive in the 
open market, and calm people “on the 
inside,” as we say, take what the public 
throws overboard, knowing full well 
how little real, lasting effect these so- 
called reasons for lower prices have upon 
the course of the market. 


Market of 1908-1909 
The whole year of 1907 was given 
over to bear market, and one may read 
books filled with reasons therefor. But the 
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real reason for the bear market of 1907, 
and the panic of that year, was the gi- 
gantic distributive selling of the year be- 
fore. ‘Stocks had been piled upon the 
broad public back, at prices never before 
heard of, until, in spite of the eager spirit 
of the poor beast, its flesh could no 
longer stand up under the load. When 
“Teddy” came along, and slammed it a 
few sturdy strokes in the shins with the 
“big stick,” it promptly caved in at the 
knees, and shortly went sprawling all 
over itself, spilling its huge load of pa- 
per wealth. The wise folks who were 
the sellers in 1906 were the buyers of 
1907. They gathered in the scattered 
load of the fallen donkey. Their buying 
prepared the way for the bull market 
of 1908-1909. But the best that can be 
said about that market is that it was a 
sharp rally in a new bearish epoch which 
had begun early in 1906. Prices, in the 
aggregate, did not get back to the highs 
of that wonderful year. Yet the total 
advance of the rail group was about 58 
points, and that of the industrials but 
ten points less. As these are average 
figures, made up from stocks of varying 
activity, it will be seen that some indi- 
vidual stocks had much larger advances 
than the aggregate of all. Another 
period of inside selling followed the re- 
turn to approximately the top prices of 
1906 in 1909, but this does not rank in 
importance with the one which preceded 
it. In time used in the work of distribu- 
tion, and also in the volume of business 
done at the price level maintained dur- 
ing the time, its relation to the earlier 
distributive period was about as one is 
or two. 
More Recent Markets 

The first seven months of 1910 had the 
inevitable bear market which follows 
months of “good selling.” It amounted 
to as much as 30 points in the railroad 
averages; somewhat less in industrials. 
In that ability of the industrials to hold 
relatively stronger against the forces of 
reaction, the industrial group exhibited 
for the first time a characteristic which 
was later to become much more marked. 
In all the series of reactions which fol- 
lowed attempts of importance towards 
bullish activity which took place between 


the low point of 1910 and the lows made 
at the time of the closing of the market 
in the summer of 1914, the industrials 
held much better than the rails. From 
the high of 1912 to the low of 1914 the 
rails declined over 35 points on average. 
During the same timé the industrials lost 
only about 23 points. This action in 
times of pressure gave the cue for the 
future. When conditions changed, and 
prices began to rally, the class of stocks 
which resisted the selling best went up 
the faster and higher. That is a prin- 
ciple in manipulation which is well 
worth while remembering. 

Since the rapid bull market of 1908- 
1909, until the present market (that of 
1915-1916), we did not have any bull 
markets, which in comparison with 
those which preceded them, are worthy 
of the classification. The advancing 
movements of 1911 and 1912 were slow 
and shallow. In the main, they fur- 
nished an opportunity for insiders to 
clean up the remains of years that were 
full and plenty. Some distribution took 
place in both years, but, while it ran into 
many millions of dollars worth of securi- 
ties, and its accomplishment represented 
very large profits to those engaged in it, 
vet viewed from former standards, it 
was small. But it was as large as was 
the opportunity. Public buying power 
is not calculated to be great at the tail 
end of a bearish epoch. The good days 
were to come again in due time, and with 
their coming also the opportunity for 
the exercise of the ablest talents. 

Market of 1915-16 


The bull market of 1915-1916, which 
may be said to be in the final phase of 
its second swing or “leg,” has presented 


- another opportunity for extensive dis- 


tribution of securities to the public. 
The fall months of 1915 and the early 
winter months of 1916 were used large- 
ly for this purpose, as were also the 
months of September, October and No- 
vember of the present year. Reaction 
of considerable amount followed the 
earlier distributive period; it is to be 
expected that the more recent and larger 
distribution will demand reaction in 
proportion to the amount and charac- 
ter of the preparatory selling. 
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Schwab Sees 
Bright Future 


Speaking at Baltimore _ recently, 
Charles M. Schwab, Chairman of the 
Bethlehem Steel Corporation, expressed 
himself in an optimistic fashion regard- 
ing the immediate future of the steel 
trade. He said in part: 


This country cannot stand still. The United 
States produced only 1,000,000 tons of steel in 
1880, while this year 40,000,000 tons will be 
produced. When the United States Steel Cor- 
poration was formed only 15 years ago, the 
annual steel production of the country was 
but 12,000,000 tons, and many people believed 
we were then at the zenith of the steel busi- 
ness, 

My own belief is that we are just as far 
from the zenith today as we were in 1901 

When the war is over there will of necessity 
be a reduction in the demand for ammunition 
steel, and there will be some recession in steel 
prices generally. But the domestic demands 
for steel rails, for buildings and for numerous 
other purposes only await a more normal con- 
dition of trade to press forward for prompt 
satisfaction. Those domestic demands alone 
will absorb our steel capacity for many years. 

It will take three years to complete our 
program in Baltimore, and I believe that war 
or no war, the completion of that program 
will see this company and Baltimore itself 
still enjoying a period of prosperity. A period 
of depression will come, and it will be severe, 
but it will not become acute, in my judgment, 
until from three to five years after the war 
is ended. 

I have great faith in the growth of America 
and the growth of the steel business, which is 
the barometer of American trade. And I have 
even greater faith in the future of the steel 
business on the Atlantic Coast. 

The present standard source of iron ore 
supply in this country is the Northwest. That 
source of supply is being drawn upon at the 
rate of 65,000,000 tons or more a year, and 
the ores which remain must each year be- 
come an element of greater manufacturing 
cost. 

On the other hand, the eastern seaboard has 
open to it the practically unlimited ore—much 
of it of very high grade, which is easily ac- 
cessible in Brazil, in Chile, in Cuba and other 
foreign countries. 

It is inevitable, therefore, that the great fu- 
ture of economical steel manufacture in this 
country lies on the Atlantic seaboard. 

It is because of that fact, it is because of our 


faith in the future development of this won- 
derful country of ours, it is because of the 
unusually favorable location of Baltimore on 
the seaboard, it is because of the faith we have 
in the enterprise and fair-mindedness of your 
people, that we have linked our fortunes so 
inextricably with yours. 


The Peril of 
Credit—F. A. Vanderlip 


Frank A. Vanderlip, president of the 
National City Bank of New York, on 
December 1 warned the student body of 
Princeton University that changes as 
great as those which followed the French 
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THE DOORMAN. 
—Nelson Harding in the Brooklyn Eagle. 





Revolution are probable after the war in 
the field of political economy. 

The mammoth credit structure which has 
been built up in the United States will crumble 
at a rate which will be 10 times as fast as the 
actual gold is exported from our shores, he 
predicted. He suggested two methods of pre- 
venting the gold from leaving the country. 
One was industrial preparedness for the eco- 
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nomic struggle with Europe, but he doubted 
whether America would be ready in time, even 
though peace does not seem to be near. The 
‘ther and more feasible method, he said, was 
the purchase now of foreign short term securi- 
ties to meet the shifting of credit. 

Many in the audience saw in this part of 
his speech a direct answer to the Federal 
Reserve Board, which has publicly announced 
its opposition to the purchase of such securi- 
ties. 

“The need for trained mmds to meet the 
new situation that will arise following the 
war is greater than ever before,” Mr. Vander- 
lip told the students. “The field of sound 
economic thinking is bare in this country at 
the present time.” 

He urged the students to study political 
economy. . 


“No Railroad 
Peril”—Sen. Cummins 


Senator Cummins of Iowa, who con- 
ducted the cross-examination of Alfred 
P. Thom, counsel of the Railway Exe- 
cutives’ Advisory Committee, at the con- 
tinuation of the hearings of the New- 
lands Commission, which is investigat- 
ing transportation conditions, devoted 
much attention to the question of the 
present financial condition of the rail- 
roads, expressing doubt that they are in 
as severe straits as Mr. Thom’s testimony 
would imply. 

He intimated that while he believed in an 
enlargement of Federal control he did not 
consider the need of Government. assistance 
as urgent as the roads themselves said it was. 

Senator Cummins questioned particularly 
Mr. Thom’s statement that lack of confidenrce 
in the future governmental policy toward the 
railroads was driving investors away from 
railroad stocks. He asked Mr. Thom to pro- 
duce a specific instance of a railroad which 
had been unable to get money for new devel- 
opment; insisted that the present insufficiency 
of railroad facilities, which Mr. Thom had 
assigned as a reason for Government assist- 
ance, was abnormal and temporary, due parfly 
to war conditions, and therefore not conclu- 
sive evidence; asserted that railroad compa- 
nies had earned in the past year an average 
profit of 7 per cent. on their entire capitaliza- 
tion, and charged that distrust of railroad 
securities which might exist was due at least 
in part to water in the capitalization. 


“Normal” Exports 
in 1916—W. S. Kies 


_William S. Kies, vice-president of the 
National City Bank, said at the Sphinx 
Club: 

“If we deduct from value of our exports 
value of war materials and supplies and make 


due allowance for inflated values, the actual 
quantity of our normal exports for 1916 will 
be found to be less than 1914, whereas our im- 
ports, making same deductions, will be found 
to be a littie more.” Mr. Kies said United 
States would have to face competition in its 
honfe markets and would have to adopt legis- 
lative measures to protect the $40,000,000,000 
worth of goods sold within its own borders 
annually. 


Cotton Outlook 


E. W. Thompson of the Bureau of 
Commerce has expressed the opinion 
that Germany will be in the market for 
5,000,000 bales of cotton when the war 
is over and that for nearly two and a 
half years the world has not been able 
to get its normal supply of cotton, 
justifying American farmers in raising 

















YES, HE’S BACK. 
—Donahey in Cleveland Plain Dealer. 





as much cotton as possible provided 
they do not try to market it until con- 
ditions are right. 


“Shipbuilding Activity 
to Continue”—S. Taylor 
Stevenson Taylor, president of Ameri- 
can Society of Naval Architects and 
Marine Engineers, says that in five years 
preceding war there were launched in 
principal shipyards of the world 2,740,- 
000 tons of ships, of which Great Bri- 
tain launched 60 per cent., Germany, 12 
per cent.; United States, 9% per cent.; 
France, 4% per cent., and all other coun- 


tries, 14 per cent. 


Normal tonnage of world in present year 
he estimates at about 50,000,000, of which 
5,000,00 has been destroyed, 12,000,000 tons 
commandeered by nations at war, and 4,400,- 
000 tons interned in neutral countries, leaving 
available about 28,000,000 tons. He estimated 
that minimum merchant tonnage needed will 
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be approximately 55,000,000 tons, to meet 
which demand there will approximately be 
48,000,000 tons. High freights and high prices 
will continue and shipyards will be busy for 
some years to come, he says. 


“Plenty of 
Wheat”—J. Inglis 


In a resumé of the wheat situation, 
John Inglis, of Chicago, says: 

“The high price of wheat is caused not from 
resent scarcity, but from anticipated needs 
ater. For last few weeks our exports have 
been running a little better than 50% of last 
year’s, and unless they increase materially, I 
see 10 reason why an embargo should be en- 
forced. The British colonies‘are all carrying 
large stocks, and present exorbitant prices will 
curb consumption to some degree the world 
over. Nearly five months of the crop year are 
over, and world’s wheat stocks are much above 
normal.” 





throughout the country. The simple fact is 
that the abnormally high wages paid in muni- 
tions plants have taken away many thousands 
of men who formerly worked at the mines 
The coal operators cannot meet the scale of 
wages being paid laborers at munition plants 
without increasing the cost of coal. 


“3. The miners absolutely refuse, either as 
individuals or as a union organization, to re 
spect their contracts with regard to the hours 
to be worked each day and the number oi 
working days each week. The new agreement 
with the miners provides that mine employes 
shall work ‘eight hours per day, six days per 
week, if the operator desires to work his mines 
to that extent, excepting only legal holidays.’ 

“Notwithstanding the fact that the agree- 
ment with the miners specifically provides that 
only legal holidays shall,be celebrated, the min- 
ers actually suspend work from thirty to forty 
days each year for the purpose of celebrating 
church holidays and other events which are 
not observed in any other industry.” 
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WHY NOT LET MACHINES DO ALL THE FIGHTING? 





Causes of High eel 
Coal—E. B. Thomas 


E. B. Thomas, president of the Le- 
high Valley Railroad, makes the follow- 
ing statement regarding the present an- 
thracite situation : 


“There are three chief reasons for the pres- 
ent excitement in the coal market: 

“1. The public did not buy the usual amount 
of coal during the summer months. For that 
reason there is now an abnormal demand, and 
in their desire to fill their bins and avoid high 
prices the consumers are creating the very 
conditions they sought to avoid. 

“2, There is not sufficient labor to operate 
the mines at maximum capacity. This labor 
condition is not peculiar to the anthracite in- 
dustry. It has been felt by many industries 


—Bradley in Chicago Daily News 


; ‘That Federal 


Reserve Warning 


The action of the Federal Reserve 
Board in warning member banks against 
the purchase of foreign treasury notes 
leads Elliott C. McDougal, President of 
the Bank of Buffalo at Buffalo, N. Y.. 
to point out that State bank and trust 
companies, if inclined to take a selfish 
viewpoint of the situation, might felic- 
itate themselves that the probable result 
of the Board’s pronouncement would be 
to inure to the benefit of the State insti- 
tutions. He observes: 


Although cautiously worded, the effect of 
the pronunciamento of the Federal Reserve 
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Board discouraging investments in foreign 
securities, which pronunciamento is theo- 
retically sound but practically unsound, will 
be exactly the same as if the notice were 
flatly served upon national banks to the effect 
that they are not to be allowed to use their 
best judgment concerning the conduct of their 
own businesses, and that any national bank 
disregarding the warning will be in disfavor 
with the Federal Reserve Board. The in- 
terests involved are tremendous, They touch 
the general prosperity of this country and the 
welfare of hundreds of thousands of individ- 
ual stockholders of national banks. It is not 
improper to say at this time that bankers do 
not regard an opinion from the Federal Re- 
serve Board as highly as they would regard 
an opinion from the Federal Advisory Council, 
which latter body is composed of trained bank- 
ers who have the confidence of the entire bank- 
ing fraternity of the United States. It is 
clearly the duty of the Federal Advisory 
Council to speak at once with no uncertain 
voice. Should State banks and trust compa- 
nies look at this situation from a selfish and 
narrow viewpoint, they might congratulate 
themselves that the probable result will be to 
throw to State banks and trust companies, on 
even more profitable terms than now prevail, 
much more desirable business than otherwise 
would go to national banks. 


“Labor’s Only 
Hope”—R. W. Babson 


In a talk on “Labor’s Only Hope” 


before an audience at Ford Hall at Bos- 
ton on November 26, Roger W. Bab- 
son, of Wellesley Hills, in advocating 
the elimination of manual labor made 
the assertion that those who spend all 
day doing something with their hands 
which could be done by machinery are 
parasites upon society as much as are 
the idle rich. Those who get the high- 
est pay, Mr. Babson pointed out, are the 
men who do the least manual labor, and 
he maintained that they should, “because 
their enterprise, imagination, courage, 
preseverance and willingness to co-oper- 
ate make them the greatest producers.” 
“A rise in wages, without an equal in- 
crease in production,” said Mr. Babson, 
“means higher prices notwithstanding a 
unanimous vote of Congress to the con- 
trary.” We note from Mr. Babson’s ob- 
servations as follows: 

“Union is strength,” and you workmen are 
to be congratulated on the way you have 
united with one another to form your labor 
unions; but you are to be pitied for not going 
further. When it comes to an intelligent use 


of your unions for increasing production, you 
have absolutely failed. You are united, but 


for what? To increase production and get 
richer? No—but rather to restrict production 
and get poorer. You fellows must invent 
cheaper and better ways of doing the work 
which you are now doing. Then there will 
be more to divide and you'll get more. 

Although you labor people are working 
without any sense or reason, yet each possesses 
the most wonderful possibilities, as did Nia- 
gara before its water power was developed. 
If you'd only develop yourselves physically, 
spiritually, mentally and co-operate one with 
the other, you 1,500 men here tonight could 
own half of Boston in a generation. 

For the last 40 years manufacturers have 
been thinking simply of mechanical machinery 
and have entirely neglected the human ma- 
chine, Let me tell you that during the next 
40 years there will be a great change. The 
captains of industry are learning that the hu- 


“HO, HUM!” 
Orr in Nashville Tennessean. 





man element possesses vast possibilities; that 
one man may give to them one idea which is 
worth. millions of dollars. 
Trumbull on 
Railroad Needs 
Frank Trumbull, Chairman Railway 
Executives Advisory Committee, speak- 
ing at the annual dinner of the Academy 
of Political Science in the city of New 
York at the Hotel Astor Thursday even- 
ing, November 23, discussed the Adam- 
son law and the limitations upon the 
power of the railroads to help them- 
selves. He said: 
The Adamson Act is, in fact, not an eight- 


hour law at all; there is not a line in it re- 
stricting the -men to eight hours continuous 
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employment. For that matter, the Government 
itself does not limit its railway postal clerks 
to 16 hours continuous service, as it has long 
since done for railway trainmen. 

If the employes want the validity of the act 
sustained, it is in their interest that it shall 
be taken as soon as possible to the Supreme 
Court of the United States. If the law is 
found to be valid, Congress has entered upon 
a new field, full of interesting possibilities— 
that is, the regulation of wages of employes 
engaged in inter-State service. 

In studying the wages question we cannot 
avoid studying the things that go hand in hand 
with it. if the public feels that it is in its 
interest to put limitations on increases of rates 
at the very time when the makers of steel 
rails have advanced prices $10 a ton and 
thousands of other commodities have been in- 
creased in price, then will the public say, by 
act of Congress or otherwise, what is the duty 
of the public to the employes? Their interest 
as well as the interests of investors should be 
safeguarded. 


Copper 
After the War 


The National Conduit & Cable Co. 
says: “Of course, the highly stimulat- 


ing factor in the present unprecedented 
demand for copper is the gigantic con- 


sumption in all leading countries for 
munition purposes. The indications are 
that these needs will continue to absorb 
enormous quantities of the metal for 
months to come. But when the present 
deplorable war is over there will be much 
rehabilitation work to do. And an ex- 
pansion in constructive enterprise will 
undoubtedly form a prominent part of 
the program that will come with a peace- 
ful era. It is therefore reasonable to ex- 
pect that under any and all possible con- 
ditions the consumption of copper in the 
future will be on a tremendous scale. 
The imperative needs of manifold indus- 
tries in America and Europe are expected 
to be of unusual magnitude. That is 
easily foreseen. With the return of nor- 
mal conditions there may be a temporary 
hesitation, but aggressive developments 
will create new demands for copper.” 


With the Financial Observers 


J. S. Bache & Co.—The market is con- 
trolled by the money situation, but high 
rates pertain largely to Wall Street and do 
not affect general interest rates in business 
and throughout the country. The banks 
have felt that speculation was becoming too 
widespread and have wisely put on the 
brakes. Wall Street loans have been placed 
at as high as 6 per cent., but the country’s 


commercial business is being done at near 
to normal rates. The high level of loans in 
Wall Street has been brought about by a 
country-wide participation in this market 
The clientele throughout is strong, and in 
most cases well fortified to take up a good 
part of its holdings. And in the natural 
course of present operations, it will prob- 
ably have to contribute to the demand of 
the banks for a reduction in loans. Mean- 
time, with rates marked up and discrimina- 
tion against collateral, the market cannot 
be expected to continue its advance until the 
situation has been righted. 


Mechanics & Metals Nat. Bank of New 
York.—We cannot store gold in idleness; 
neither can we, prudently, at once absorb 
all we have recently received. To exer 
cise caution in financing new enterprises 
and at the same time to permit proper ex- 
pansion a free rein, is the special duty of 
the bankers of the country today. Their 
duty is one of ultra conservatism, notwith- 
standing the fact that by extending credit 
and taking up the money market “slack,” 
they would be enabled to name more re- 
munerative rates for their funds in the future 


Hayden, Stone & Co—We cannot but 
feel that inflation has been particularly 
rapid the last few months. Brokers’ loans 
some time ago exceeded their previous high 
mark; today, they are undoubtedly much 
higher. The buying of stocks today is al- 
most entirely done with borrowed money. 
There is no telling how far such a wave of 
inflation will go. 


_ Richardson, Hill & Co.—lIt is a question 
in the minds of many people whether 
Thanksgiving week has marked the culmi- 
nation of the stock market rise which has 
proceeded almost without interruption since 
the threatened railroad strike was averted 
early in September. While there have been 
precedents for rising security values in the 
teeth of stiff money rates, their usual influ- 
ence is in the direction of liquidation, par- 
ticularly when the level of prices is abnor- 
mally high, as is at present the case. 


National City Bank of Chicago.—The two 
great problems of the moment are the high 
cost of living and the high cost of doing 
business. Average profits are large, but 
the market for raw materials is so unstable 
as to make it difficult for business men to 
figure upon future contracts. Admirable 
conservatism has been displayed in most 
quarters, however, as the possibility of a 
sudden change in the price of raw materials 
is fully appreciated by large buyers. Within 
the last month new high record prices have 
been touched by wheat, corn, oats, cotton, 
cotton seed, iron and various metals. Some 
of these advances have been most striking. 
These changes, together with the sharp rise 
in leather and various merchandise, have 
added materially to the cost of living. 

















Money and Exchange 


Causes of the Firmness in Short Term Money—New Low 
Exchange 


Mark for 





HERE have been two reasons for 
the firmness in call money re- 
cently. The first is the desire of 

the banking interests to check a wild 
public speculation. Industrial stocks 
rose almost continuously from October 
14 to November 20. Reactions were 
trifling and temporary and the aver- 
age price of ten prominent speculative 
stocks gained nearly twenty points. 
Moreover, the higher they went the 
taster they went. 

The natural result was a great in- 
crease in the quantity of stocks car- 
ried on margin, and therefore an in- 
crease in the industrial collateral be- 
ing carried by the banks as security 
for loans to brokerage houses. Bank- 
ers began to feel uneasiness as to what 
might happen in case of some unex- 
nected crisis and they therefore called 
many loans, especially those which 
were based largely on industrials. There 
was, in short, a concerted effort to curb 
a runaway speculation by raising 
money rates and discriminating against 
industrial collateral. 

There is, however, another and more 
fundamental reason for growing firm- 
ness in money. The excess reserves of 
the New York Clearing House insti- 
tutions have fallen to $41,000,000 for 
the first time since 1914. Under or- 
dinary circumstances $41,000,000 would 
be considered ample ; but there are sev- 
eral important changes in the situa- 
tion as regards reserves since before- 
the-war days. 

For one thing, financial operations 
in this market are on a far broader 
scale than ever before. The war has 
made New York to a great extent the 
money center of the world. For that 
reason banks need a bigger back-log 
of reserves than formerly. Again, 
where reserves were formerly 25 per 
cent. of deposits and were carried en- 
tirely in the banks’ own vaults, yr 
are now but 18 a cent. and o 
small part is required to be a. 
reserve in the form of gold and currency 


in the banks’ own vaults. Conservative 
bankers will necessarily hesitate to 
approach as closely to the 18 per cent. 
limit as they formerly did to the 25 
per cent. limit. The present distribu- 
tion of reserves leaves the banks just 
as strong when they carried all their 
cash in their vaults, but long custom 
tends to make bankers feel a little 
more conservative under the new con- 
ditions. 

The view that somewhat higher 
money rates would be seen this fall 
has several times been expressed in 
this column. Nevertheless there is no 
reason to expect any permanent ad- 
vance of importance at this time. 
Banks outside of New York have 
plenty of money which would be 
loaned here on any persistent rise in 
rates. The country as a whole has 
abundant reserves. The higher rates 
have been almost confined to New 
York call money. Commercial paper at 
New York has sympathized to the ex- 
tent of one-quarter to one-half of one 
per cent. only. The general tendency of 
things is towards somewhat higher rates, 
but the change will presumably be slow 
and gradual. 

The raising of rates on industrial col- 
lateral has already had its effect on 
speculation, a healthy check having 
been administered. Quieter markets 
will bring a reaction in the money 
rate, though perhaps not quite back 
to its former very low level. 

Thé new low levels for German and 
Austrian exchange are due, funda- 
mentally, to the suspension of gold 
payments in those countries. Ger- 
many’s paper currency has increased 
286 per cent. since 1914, while the 
amount of Austrian paper outstand- 
ing, though unknown, is undoubtedly 
large. German exchange is now about 
30 per cent. below par and Austrian 
43 per cent.. However, owing to the 
small business now done with these 
countries the rate of exchange is in- 
buenced by small transactions. 


(303) 











THE MAGAZINE OF WALL STREET 





1917 Automobile Output 





November 30, 1916. 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City. 

Gentlemen : 

In your issue of November 11 under the heading of “Trend of Automobile 
Industry” you quote the views of your Detroit correspondent regarding auto- 
mobile production. 

We have sent out letters of inquiry to the leading automobile manufacturers 
in this country asking for their production statistics in the fiscal selling years 
ended August 1, 1914, 1915 and 1916; also estimated production for 1917. The 
results are tabulated herewith. Figures other than official were compiled from 
advertisements, from the public print and from other semi-official sources. These 
semi-official figures are enclosed in brackets, all others are official. 

Calendar of Fiscal 1917 1916 1915 1914 
Selling Year Estimated Actual Actual Actual 
Chalmers 40,000 21,486 6,155 7,042 


Chandler 
Chevrolet 


General Motors 
Grant 

Haynes 

Hudson 
Hupmobile 
Locomobile 
Maxwell 
Mitchell 
National 
Packard 


Studebaker 
Stutz 
Willys 
d Dodge six months. 


533,920 
4,100 
133,000 
10,000 
6,700 
20,800 
16,000 
1,747 
60,498 
15,000 
2,502 
12,750 
[17,000] 
[5,500] 
[30,000 } 
25,499 
225 
3,000 
75,000 
2,000 
200,000 


8,000 
10,000 
[4,000] 
17,948 


308,213 
3,500 
76,000 
4,189 
3,780 
14,500 
11,000 
1,436 
32,281 
6,186 
753 
4,908 
[7,749] 
[3,897] 
[19,800] 
12,000 
156 
1,000 
46,845 
1,079 
95,000 


5,000 
[1,911] 
248,307 
2,500 
58,987 
1,982 
1,780 
8,000 
10,262 
970 
16,366 
3,500 
n750 
3,612 
[5,262] 
[2,052] 
[12,000] 
8,000 
152 
750 


p Packard production pleasure cars was 7,750 in 1916; 1,893 in 1915; 2,809 
in 1914. Production of trucks was 5,000 in 1916; 4,908 in 1915 and 803 in 1914. 

n National ten months. 

c Studebaker calendar year. 

Production in this country in the year ended August 1, 1916, was approxi- 
mately 1,500,000 cars, compared with 700,000 cars in 1915 and 515,000 in 1914. 
Based on estimated production in 1917 by these various manufacturers, it would 
look as though the total in 1917 would run between 2,500,000 and 3,000,000 cars. 

Yours very truly, 
Jas. H. OrrpHant & Co., 
By Lockwood Barr. 
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Frisco’s Reorganization Plan 
How the Refinancing Will Affect the Road’s Securities — 


Why a Receivership Was 


Necessary — Investment 


Position and Outlook for Securities 





By ARCHIE U. 


ROSENTHAL 





NE of the most monentous occasions 

in the financial world, during a 
period of high financing, huge 
mergers and unprecedented reorganiza- 
tions was the long awaited announce- 
ment of the final reorganization of the 
St. Louis & San Francisco R. R. and the 
sale of the property to the bondholders 
on July 19, 1916. The “Frisco” system 
—a name synonymous with manipula- 
tion, mismanagement and questionable 
financing—a truly wonderful property 
that has been milked, drained and buf- 
feted about through its long and check- 
ered career, until it has gained such a 
disreputable reputation that the financial 
world is inclined to look askance at any- 
thing connected with the word “Frisco.” 

It would be only fair to say at the 
outset that the reorganization places the 
road in a far different light since the 
management has been entirely changed 
and the company’s affairs are now in the 
hands of a voting trust made up of very 
able men. This voting trust runs for 
five years and will issue trust certificates 
of beneficial interest which will entitle 
holders to receive stock certificates at 
the end of the period. 

The question is, therefore, what is go- 
ing to happen now? Will the reorgani- 
zation help the thousands of holders of 
this unfortunate company’s securities? 
Is there any chance to at last realize 
something after so many years of dis- 
appointment and losses? Let us try to 
determine the probable status of the com- 
pany’s securities based upon the provi- 
- made for the same under the new 
plan. 


But before an attempt to analyze the 
reorganization plan, its benefits and the 
equity of the securities under it is de- 
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termined it would be well to review a 
little of his famous road’s history. 
Originally A Reorganization 

The St. Louis & San Francisco was 
incorporated’ in 1896 having been re- 
organized from the old St. Louis & San 
Francisco Railway. The control of 
Kansas City, Memphis & Birmingham 
R. R. and the Kansas City, Fort Scott 
& Memphis Railway was acquired in 
1901 and subsequently their lines were 
leased under guaranty of the interest on 
the bonds and the dividends on the pre- 
ferred stock. In 1902 a majority of the 
capital stock of the Chicago & Eastern 
Illinois R. R. was acquired at the rate 
of $150 per share for the preferred 
stock and $250 per share for the com- 
mon. Qn July 19, 1907, the Arkansas 
Valley & Western was legally merged 
in the St. Louis & San Francisco R. R., 
having been purchased in 1904. In June 
1908, during an extensive expansion 
program the company legally took title 
to the St. Louis, Memphis & Southeast- 
ern R. R., Blackwell, Enid & South- 
western Railway, Ozark & Cherokee 
Central Railway, Fort Smith & — 
Van Buren Bridge Company, Sulphur 
Springs Railway, and the Oklahoma 
City & Western R. R. In March, 1910, 
the New Orleans & Pacific Railroad's 
name was changed to the New Orleans, 
Texas & Mexico Division of the ’Frisco 
system. The parent company owned 
or controlled several terminal properties, 
street railway companies and small rail- 
road companies. (All of which were 
purchased by the insiders from the di- 
rectors at very substantial figures caus- 
ing stupendous losses to the parent com- 
pany.) ; 

A comprehensive history of each of 
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these companies would be impossible in 
an article of this nature. Suffice it to 
say that the majority were huge losses 
to the St. Louis & San Francisco and 
were a constant drain’ on its resources. 
The ’Frisco system went into the hands 
of a receiver on May 27, 1913, and on 
May 28, 1913, the Chicago & Eastern 
Illinois followed suit. The New Orleans, 
Texas & Mexico division duplicated this 
performance on July 1, 1913, and receiv- 
ers were appointed for several of the 
smaller companies about the same time. 
The history is not a creditable one. 
With the above working knowledge of 
the company’s history we are better able 


is entitled to the same amount of new 
securities as the holder of an electing 
certificate but cannot be called upon to 
pay the $45 per share until the loan 
made by the loan syndicate matures, 
which cannot be later than February 1, 
1918. However, the holder of a non- 
electing certificate will receive no inter- 
est on the new bonds represented by his 
certificate during the loan. The cash 
requirements estimated by the managers, 
therefore, are met in this manner and 
are approximately as shown in Table I. 

From the table it will be seen that 
only $4,177,761 is allowed for improve- 
ments and betterments. $2,386,902 is 








TABLE I 
Frisco’s Estimated Cash Requirements 
Equipment trust ey maturing after July, 1916, and prior to July 2, 1917 


$54,000 Pemiscott R. R. Co. first mortgage 6s 
Kennet & Osceola first mortgage 6s 


$4,500 Southern Missouri & Arkansas first mortgage 5s. 
Three interest payments on refunding mortgage bonds . 


yments on general lien bonds 


Two interest 
on foregoing interest instalments 


Interest at 6 


Cash payments in connection with exchange of underlying bonds 


310,000 


Payments in connection with adjustments of secured debt, judgments and preferred 


claims (estimated) 
Interest on prior lien mortgage bonds, series A 
Commissions to purchase syndicate 
Commissions to lone syndicate 


Organization, franchise and other taxes, including stamps 


Expenses of committees, their compensation, etc 
Other organization expenses 


Improvements and betterments, including working capital 








to undertake the task of analyzing the 
new reorganization plan. 


The Reorganization Plan 


In the first place, the reorganization 
managers set forth the approximate cash 
requirements of the reorganization and 
planned to raise the $25,000,000 by the 
sale of prior lien bonds to the stock- 
holders. The stockholders were required 
to make an initial deposit of $5 per share 
and for this they received a certificate 
of deposit either electing or non-electing. 
The stockholders who took an electing 
certificate were required to make an ad- 
ditional payment of $45 whenever re- 
quired by the reorganization managers. 
The holder of a non-electing certificate 


used to pay off the Kennet & Osceola 
R. R. Company first mortgage 6 per cent. 
bonds, the Pemiscott R. R. Company 
first mortgage 6s; the Southern Mis- 
souri & Arkansas first mortgage 5s; the 
cash payments in connection with ex- 
change of underlying bonds and the 
equipment trust obligations. This makes 
the very small total of $6,564,663 of 
new capital actually to be reinvested in 
the property out of the $25,000,000 ob- 
tained. Therefore, the stockholders 
must not be misled into believing that 
they are getting very much for their 
heavy assessment. As a matter of fact, 
as these figures clearly show, they are 
getting next to nothing as far as increas- 
ing the intrinsic value of the company is 
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the reorganization (see Table II) which 


concerned. The various other items are 
is condensed to show how the old securi- 


clearly gone beyond redemption, sunk ab- 


solutely and completely in the expensive 
business of a reorganization, from which 


ties are provided for; new securities and 
cash received according to the classifica- 
tion of each. 


no benefits can possibly accrue. It must 








Table II—Plan of Reorganization of the St. Louis & San Francisco Railroad 
TABLE OF DISTRIBUTION. 


Prior liens, 
Amount ___ Series A 
$68,557,000 $51,417,750 


Ma- 
turity 
1951 


Other new 


% Amount % securities 
$17,139,250 or 25% 


75 Interest . 


Old securities 
St: L. & S. F. Ref. Mtg. 4s.... 


Do., General Lien 5s 69,384,000 


1,558,000 
829,000 
145,000 


Do., Consolidated Mtg. 4s.. 1996 
Do., S. W. Div. Ist Mtg. 5s. 1947 
Do., Cent. Div. Ist Mtg. 4s. 1929 
Do., N. W. Div. Ist Mtg. 4s 1930 
Do., Trust Mortgage 5s.... 1887 
Do., Trust Mortgage 6s... 1880 

St. L., Mo. & W. Ist Mtg. 6s.. 1919 

St. L. Wich. & W. 1st Mtg. 6s 1919 

Kan. City, Ft. S. & M 4% pfd .... 

Muskogee Bridge Ist Mtg. 5s. 1942 

St. L.. M. & S. E. Ist Mtg. 4s. 

Chester, Perryville & Ste. G. 1952 
Ist 5: 

Ft. Worth & Rio G. Ist 4s.. 

Ozark & Chi. Ist Mtg. 5s 

Quanaha. & Pac. Ist 6s 

Kennett & Osceola 6s 

Pemiscott R..R. 6s 

So. Mo. & Ark. R. R. 5s 

St. L. & S. F. 1st pfd 


Do., 2d pfd 


Do., common 


Outstanding indebtedness. . . 


Cum. Adj. 6s. 
$19,658,568 or 25% 
Cum. 6s,plus 50% 


17,346,000 25 Interest . 


1,558,000 
1,036,250 
181,250 


100 $155,800 
125 51,813 
125 5,075 
125 1,645 
125 27,438 
125 22,750 
125 
125 

75 


125 


125 
100 
125 


Prior lien, B 5% 
plus 100% com- 
mon stock. 
$8,000,000 — 50% 
Prior lien, B 5% 
plus 90% com- 
mon stock. 
$14,500,000 — 50% 
Prior lien, B 5% 
plus 82% com- 
mon . 
$500,000 Income 6s, 
$7,000,000 pfd. +- 
$15,000,000 prior 
lien B 5s. 
$6,564,663. 





* And interest. 


$93,398,500 








be admitted that they have given a 
slightly increased itivestment value to 
the new cumulative adjustment 6s and 
may possibly enhance the speculative 
value of the new income 6s. 

We now arrive at the actual plan of 


Capitalization of New Company 


By the plan as set forth in Table II, 
and to all appearances it is a good one, 
the capitalization of the new company is 
$36,668,068 less than that of the old one 
and the fixed charges of the new com- 
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pany are reduced by $5,727,135, making 
the net reduction in the fixed and con- 
tingent charges $1,183,745. Further- 
more, the earnings during the receiver- 
ship have been ample to meet these new 
fixed charges and leave a large surplus. 
Disregarding all other factors, this re- 
duction of the fixed charges, capital and 
the ability to meet the new fixed charges 
with such ease is of the utmost import- 
ance in so far as it shows that the com- 
pany is in a much stronger position than 
has heretofore been enjoyed. The Re- 
funding Mortgage 4s and the General 
Lien 5s of the old company receive in 
exchange bonds of the new company, 
part fixed charge bonds and part Cu- 
mulative Adjustment 6s and non-cumu- 
lative Income 6s maturing no earlier 
than 1950. The shareholders, as stated 
above, were required to purchase the 
prior lien bonds to the extent of $50 per 
share and were given stock in the new 
company. 

Beside the slight increase in value 
given the holders of the Cumulative 
Adjustment 6s and the Income 6s by the 
comparatively negligible increase in the 
intrinsic value of the property, the chief 
benefits of the reorganization are the 
cutting of the responsibility to the par- 
ent company of the Chicago & Eastern 
Illinois and the New Orleans, Texas & 
Mexico division. These two bugbears 
were an enormous loss to the ’Frisco and 
were the principal drain upon its re- 
sources. It is estimated that these sub- 
sidiaries cost the company approximate- 
ly $1,215,000 per annum. The reduc- 
tion of the funded debt, in spite of the 
new securities, is due to the elimination 
of the New Orleans, Texas & Mexico 
bonds, the Chicago & Eastern Illinois 
trust certificates and the New Orleans 
Terminal Company’s first mortgage 4s, 
aggregating $61,726,250. 

At a first glance it would appear that 
the solvency of the new company is very 
little better protected than the old, but 
that is not true, since interest may be sus- 
pended on $95,739,818 of its bonds with- 
out throwing the company into the 
hands of a receiver. These bonds con- 
sist of $40,547,816 6 per cent. cumula- 
tive adjustment mortgage bonds and 


$35,192,000 6 per cent. non-cumulative 
income bonds. Under the arrangement 
provided in the plan no interest can be 
paid on the Income 6s so long as there 
is any interest due upon the Cumulative 
Adjustment 6s. This provision will at 
least keep the company solvent should it 
be unfortunate enough not to earn the 
interest on these securities. 

The position of the securities, the 
junior securities in particular, resolves 
itself on the earning capacity of the com- 
pany. If they continue at the present 
rate, it is safe to say that nearly all of 
them (except the stock) will be in a 
fairly safe position. 








Table -T1—Earnings of the St. Louis 
& San Francisco R. R. 


7—July 1 to May 31— 
1915-1916 — 1914-1915 
$44,259,940 $39,560,010 
6,800,453 5,576,060 
7,280,546 6,272,860 


$29,910,010 $27,125,763 
14,349,929 12,434,245 
12,343,907 10,596,450 


Total revenue 
Maintenance of way... 
Do. equipment 





Net from railroad.... 
Net after taxes, etc... . 


*Including other expenses. 





Earnings 

A glance at Table III shows a tre- 
mendous increase in the company’s earn- 
ings with the most economical transpor- 
tation basis ever reported. It is esti- 
mated that the earnings for the present 
year will be over $15,000,000 for the 
full year, despite the fact that .the main- 
tenance expenditures are greatly in ex- 
cess of the previous year, which them- 
selves were above the normal expendi- 
ture. Owing to the vast improvements 
made by the receivers, it is not: likely 
that the maintenance item will continue 
as large as the last year or so, since the 
physical condition of the company is in 
better shape than ever before. 

Allowing that the earnings will place 
the junior securities in a better position, 
we cannot class them better than a risky 
speculation as based upon the assets be- 
hind the: stock. Earnings are a very 
uncertain basis upon which to base a 
bond of investment value without some 
assets behind it as good security, and a 
close survey of the company’s assets 
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leaves very little for the junior issues. 
We cannot get behind the fact that the 
$93,398,500 prior lien 4s, the $31,811,500 
prior lien 5s, the $9,484,000 general 
mortgage 5s and 6s due 1931, the $5,- 
306,000 equipment trusts due July 1, 
1917, make a total of about $140,000,000 
and that it is not likely that the physical 
properties of the company are worth 
more than that amount. What, then, is 
the status of the Adjustment 6s and the 
Income 6s? We cannot see how the for- 
mer can be given a better position than 
a risky preferred stock and the latter 
would favorably compare with an un- 
seasoned common stock. In order to 
place these bonds in anything like a se- 
cure position, the assets out of earnings 
would have to increase above $325,000,- 
000, since the authorized amount of prior 
lien mortgage bonds is $250,000,000 and 
the authorized amount behind the ad- 
justment mortgage bonds is $75,000,000. 
It is a practical certainty that we shall 
never live to see the physical properties 
worth anything like $250,000,000, much 
less $325,000,000. Of course, this only 
refers to assets actually behind the issues 
and does not mean to infer that there 
will not be sufficient funds to meet the 
interest on the Cumulative 6s. There is 
no good reason for deferring the interest 
on these bonds as they are cumulative. 
The interest on the Income 6s is far 
more uncertain as they are non-cumula- 
tive and it is very likely that there will 
be considerable new financing that will 
come in ahead of these issues. The posi- 
tion of the preferred stock leaves little 
room for enthusiasm. It is non-cumu- 


lative and no dividends can be paid:on 
it unless two preceding years’ full in- 
terest on the Income 6s shall have been 
paid! As far as the prospects of a divi- 
dend on the common stock are concerned, 
that possibility is so remote that it is too 
absurd to consider. 


Conclusion 


Summing up the situation, we find, 
that although the company is in a bet- 
ter position due to the reorganization, 
that there is a capable and efficient man- 
agement at its head and that the earn- 
ings are very satisfactory, and at the 
present time we see no reason why they 
should not continue to be so, I am of 
the opinion that only the senior issues 
can be placed anywhere near the invest- 
ment class. Under this heading, I would 
include all the securities of this company 
down to the cumulative adjustment 6s. I 
cannot consider this issue in a better 
position than a risky preferred stock and 
that, at the best, is only a fair speculation. 
Little can be said in favor of the Income 
6s owing to their being non-cumulative. 
Although I will not attempt to say that 
the interest will not be paid on them in 
the near future, they cannot be rated 
better than a poor speculation at the 
best owing to the many restrictions 
placed upon them and the ever present 
possibility of new financing. The pre- 
ferred and common stocks cannot for a 
moment be considered anything but a 
speculation of the wildest sort as far as 
immediate returns are concerned. Fris- 
co’s rehabilitation will take a long time. 








Poverty in Peace, Luxury in War 


Ninety per cent. of the soldiers now in the British army worked for a daily wage 
before the war—that is to say, they have come from the so-called working classes. Never 
in all their lives before have these men been as well clothed, fed, or looked after in every 


way. 


Unless death or serious disability intervenes, the period of the war will, in the 


future, be looked back upon by most of them as a time of surcease from all the ills of 
poverty such as had been their lot before, and of freedom from anxiety as to the welfare 
of their families. Never has the woman had so much cash in hand given to her out of 
her husband's earnings as the Government now allows for her subsistence, and the soldier 
knows that if he is killed or crippled a pension will be forthcoming. Only those familiar 
with the grinding and sordid poverty in which the average English workingman has lived 
in the past can realize the peaceful and care-free state of mind in which hundreds of 
thousands of the English soldiers now live.—James Davenport Whelpley in The Outlook. 
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American Smelting & Refining 


Program of Expansion and Betterments Pursued in the Past 
Enabled Company to Take Advantage of Enormous 
Business Brought by War—Outlook for Its Securities 





By FRED L. KURR 





MERICAN SMELTING & RE- 
FINING has never been men- 
tioned as a war stock and the 

reason for this is obvious; it has in no 
ways departed from its regular busi- 
ness. Yet earnings since the war started 
have taken such enormous strides for- 
ward that they compare favorably with 
the earnings of some of the most suc- 
cessful of the so-called war brides. 

The remarkable showing that Smelt- 
ers is now making is primarily due to 
the enormous increase in the produc- 
tion of copper, which resulted in full 
operating capacity for this company. 
The increase in the price of copper also 
swelled profits, as smelting companies 
are in a position to take advantage of 
an advancing copper market. The 
company also operates mines of its 
own and this has been very profitable. 

One fact should not be lost sight of, 
and that is, that Smelters was able to 
handle an enormously increased busi- 
ness and handle it efficiently. Many 
companies have, in these boom times, 
had all the business they could handle, 
but the really big profits only came to 
those that were prepared in plants and 
organization to seize the opportunity 
offered. 

Program of Expansion 

Years of conservative, able manage- 
ment and a program of extensions and 
betterments tell the true story of the 
company’s present wonderful earning 

ower. In the past ten years $25,- 

000 has been put back into the 

proerty from earnings in addition to 
substantial amounts charged off for de- 
preciation. This compares with about 
$23,000,000 paid out in dividends on the 
common stock. during that time. 
There have been criticisms by the 
stockholders, from time to time, that 
the company’s policy was too conserva- 
tive as regards dividends. The man- 
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agement’s reply has been that the 
money not paid out in dividends could 
be so profitably invested in increased 
plant facilities that it was poor busi- 
ness not to use a large part of the 
profits in this way. Moreover, it meant 
a bonanza some day for the stockhold- 
ers, and it rather looks now as though 
that day is close at hand. 


Earning Power 


Let us consider the company’s earn- 
ing power past and present. Table | 


AM. SMELT. & REFINING CO. 
of Stocks. 
wuz 4 


shows what the company has earned on 
its preferred and common stock in the 
past seven fiscal years. These earn- 
ings are after liberal depreciation 
charges. In each of these years 4 per 
cent. was paid on the common stock 
and it can be seen that in no year was 
there any danger of the dividend not 
being earned. In fact, it would appear 
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that the company could have quite 
comfortably paid its present 6 per cent. 
dividend rate through these seven 
years. In other words, there is no good 
reason why Smelters stock should not 
be regarded as safe on a 6 per cent. 
basis, with the likelihood of large ex- 
tra dividends from time to time. 

For the six months ended June 30, 
1916, no less than 16.26 per cent. was 
earned on the common stock, which is 
at the annual rate of 32.56 per cent. 
This was all the more remarkable a 
showing when it is considered that be- 
cause of increased cost of materials and 


sible and will be able to smelt con- 
siderably more ore. 

The company’s construction program 
in 1916 called for the expenditure of 
close to $6,000,000. It is estimated that 
this expansion will increase the annual 
smelting and refining capacity of the 
plants to 1,080,000,000 Ibs. of copper. 
When the company started business in 
1901 it had a capacity of only 60,000,- 
000 Ibs. yearly. Last year its capacity 
was 720,000,000 Ibs. A marvelous 
growth indeed! 

The present 


remarkable earning 


power of the company, it must be borne 











Garfield Plant of American Smelting & Refining Co—Largest Copper Refinery in the World. 


increased wages, profits per ton of ore 
smelted, or bullion refined, were con- 
siderably reduced. Due to the fact that 
the toll received from the mines and 
smelters has been fixed by long time 
contracts, no offsetting advance in 
price on that end could be made. But 
the increased volume of business was 
more than able to take care of that. 


Immediate Outlook 


The second six months of 1916 will 
undoubtedly show up still better for 
the reason that the company has been 
increasing its capacity as fast as pos- 


in mind, has been built up with prac- 
tically no aid from the Mexican prop- 
erties. Had operations in Mexico been 
carried on at capacity it is quite rea- 
sonable to suppose that another $5,- 
000,000, or 10 per cent. on the stock, 
would have been added to earnings for 
the six months ended June 30. 


1916 Earnings 


In circles that are in close touch with 
American Smelting and Refining af- 
fairs, it is believed that for the full year 
ended December 31, 1916, not far from 
40 per cent. will have been earned on 
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the common stock. It is highly un- 
likely, whether the war ends or not, 
that there will be any let-up in copper 
production in 1917, as a large portion 
of this country’s 1917 production of 
copper has already been contracted 
for. Everything points, in fact, to a still 
larger production. Smelters’ 1917 
earnings should at least equal those of 
1916, and the probability is that they 
will better them. 

In two years, then, it is pretty safe 
to say that Smelters will earn $90 a 
share. This makes the present mar- 
ket price of the stock of around 118 
look decidedly conservative, especially 
when it is considered that the com- 
pany’s normal earning power is suffi- 
cient to maintain at least a 6 per cent. 
dividend. Then there is the company’s 
remarkably fine financial condition to 
consider. 

Properties 

American Smelting and Refining Co. 
was incorporated in 1899 in New Jer- 
sey. The company owns the entire 
$30,000,000 common stock of the Amer- 
ican Smelters Securities Company and 
practically all the stock and bonds of 
the National Metallurgical Co., also 
the Consolidated Kansas City Smelt- 
ing & Refining Co., the United States 
Zinc Co., the Carbon Coal & Coke 
Co., and the American Smelters 


TABLE I 

A. S. & R. EARNINGS ON STOCKS 
Earnedon Earned on 
Pfd., % Com. % 

16.80 

651 

7.47 

11.47 

10.90 

6.33 

7.09 


* Years ended April 30. 


Steamship Co. The company operates 
13 smelters with a total capacity of 5,- 
350,000 tons, and in addition, through 
the American Smelters Securities Com- 
pany, controls smelters with a capacity 
of 2,200,000 tons. The principal refi- 
neries are located at Perth Amboy, N. 


J., Chicago, Ill., Baltimore, Md., and 
Omaha, Neb. 

The company also owns and oper 
ates, when operation is possible, sev- 
eral mines in Mexico which have a 
normal annual output of about 110,000 
tons. Table II gives a comparison of 
the products turned out by the com 
pany’s various plants. 

Financial Condition 


Net working capital, as of June 30, 
1916, stood at $40,000,000, of which $19,- 
300,000 was in cash. Table III shows 








TABLE II 


A. S. & R. PRODUCTS TURNED OUT 
1915 1914 

Ce BRB. cc cccsase 551,798,000 529,686,000 
i 36,154,000 15,748,000 
316,591 

77,604,483 

2,540,911 

356,187 

24,234,000 

40,122,817 

588,718 

1,266,702 

257,942 
129,650 


Bullion, tons 
Ore, tons 
Coal, tons 








the balance sheet of the company as of 
December 31, 1915, 1914, 1913, 1912 and 
1911. The profit and loss surplus in 
four year’s time, it will be noted, in- 
creased about $6,000,000. This increase 
would have been nearly three times 
that amount had not large sums been 
charged off to special reserves. 

On December 31, 1915, the net tan- 
gible assets applicable to the common 
stock amounted to $138 per share and 
on June 30, 1916, this had been ‘in- 
creased to about $150 per share. More- 
over, the company’s assets are gen- 
erally regarded as being conservatively 
valued. 

As has already been stated, the pres- 
ent price of American Smelting and 
Refining common (118) appears to be 
quite conservative. For the 162/3 
years from May 1, 1899 to December 
31, 1915, the average annual earnings 
on the common stock were 6.66 per 
cent. Earnings of the company hence- 
forth, in normal years should be very 
much greater as all its facilities have 
grown enormously. The exceptional 
prosperity that the company is now 
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experiencing will of course increase the 
cash assets to such an extent that the 
management will hardly be able to help 
paying substantial extra dividends 
from time to time. 


will materially increase earnings. That 
the present price level is no new one 
for Smelters a glance at the accom- 
panying graphic will show. In 1907 it 
reached 155, in 1906, 174, and in 1905, 








TABLE Ill 
A. S. & R. CONSOLIDATED GENERAL BALANCE SHEET 
(As of December 31) 


1915 
$141,442,999 
639,668 


23,618,862 


Assets 
Property account 
Invest. in secur. of other cos.. 
Metal stocks 
Cash, see. & aced. int. in funds 
Unextin. disc. on bonds.... 
Prepaid tax. ins. ete 
Ady. to affil. cos 


1914 
$140,642,221 
1,204,502 


24,660,943 


1911 
$139,963,733 
1,585,670 


1913 
$140,906,799 
1,183,653 
26,481,003 
479,637 
604,167 
569,751 
180,425 


1912 
$140,063,528 
1,010,538 
29,661,019 
229,60 


654,167 
327.185 
349,744 


594,700 
554,167 
426,512 
282,228 





Current assets 


$20,211,964 


$19,438,348 $16,915,923 $15,886,149 





Total assets 
Liabilities 


$96,830,000 


188,577,237 


189,843,783 189,211,705 185,599,108 


$97,000,000 $97,000,000 $97,000,000 


50,000,000 
13,351,000 

1,322,192 
19,510,058 


50,000,000 
13,534,500 

1,307,788 
18,495,943 


50,000,000 
14,495,000 

1,169,216 
16,759,402 


50,000,000 
15,000,000 

1,089,272 
13,699,726 


Com. stock 
Deb. bonds 


Reserve & susp. cred. accts.. 6,135,496 





Current liabilities 16,750,117 


7,563,987 


9,505,552 9,788,087 8,810,110 





Total liabilities $201,816,351 


$188,577,237 


$189,843,783 $189,211,705 $185,599,108 








Another point not to be overlooked 
is that a clearing up of conditions in 
Mexico with a resultant resumption of 


170%. The stock was on a 7 per cent. 
basis in those years. Intrinsically, the 
stock is worth far more today than it 


operation on the smelters down there was in those years. 


Dollars Saved 


Since the war has been in progress for two full years, 
covering two years also of the tourist season, it is safe to say 
that 600 million dollars of American money which other- 
wise would have been expended abroad remains within the 
confines of the United States or contiguous thereto. The 
tourist travel may not be regarded as an important phase in 
the developments which have marked exchange relations 
since the war broke out, but the sum is considerable and 
ought to be taken into calculation.—The Financier. 
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Butterworth-Judson 


An Industrial “Cinderella”—Enormous Earnings at Pres- 
ent and What May Be Expected in Times of Peace— 
Dividend Prospects and Market Outlook 
for Common Stock 





By JAMES SPEED 





ANY of the readers of this publi- 
cation have doubtless not heard of 
this company. It is one of the in- 

dustrial “Cinderellas,” war-born and war- 
nurtured and will continue to flourish 
tremendously as long as the fairy god- 
mother—War—continues to reign. The 
3utterworth-Judson Corporation is less 
than a year old, having started life last 
January as a holding company owning 
the stocks of five concerns. They are 
the Butterworth-Judson Company, the 
American Synthetic Dyes Inc., the Ani- 
line Company, all of Newark, N. J., the 
Commonwealth Acid Phosphate Com- 
pany of Boston and the Standard Acid 
Works situated at Baltimore. The con- 
stituent companies all had been in busi- 
ness for some time but the American 
Synthetic Dyes Company, incorporated 
in June, 1915, in Virginia, to manufac- 
ture chemicals, is the only one which has 
a place in the statistical manuals. Its 
balance sheet as of June 30 last is pub- 
lished in the table herewith: 


American Synthetic Dyes, Inc. 
Balance Sheet as of June 30, 1916 


Fixed assets 
Investments 
Current assets 


$1,639,410 
32,482 


Corporation stock 

Funded debt 

Current liabilities 

Due off. GIR cece seussnnsabhan<40s<- 


1,201,501 


Business of Company 


As may have been surmised by this 
time, the business of the consituent com- 
panies is the manufacture of chemicals. 
A large part of their products is pur- 
chased by dye-manufacturers. The pres- 
ent most profitable business of the But- 
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terworth-Judson Company is the manu- 
facture of picric acid used in the making 
of high explosives. The American com- 
pany turns out this product and is the 
largest producer of picric acid in the 
world, having a plant capacity of 1,000 
tons a month. The company has very 
profitable contracts with munition manu- 
facturers in this country and with for- 
eign governments. In the manufacture 
of picric acid, the American company 
has been particularly successful, out- 
putting an acid theoretically perfect and 
which has never failed to pass the 
French government tests, reputed to be 
the most rigid in the world. In fact, 
the company boasts of never having had 
a pound of its acid rejected by any of 
its customers. 


Capitalization and Management 

The Butterworth-Judson Corporation 
has an authorized issue of $2,500,000 7 
per cent. cumulative preferred stock, par 
$100, of which $2,000,000 is outstand- 
ing, and 100,000 shares of common 
stock, 75,000 outstanding with no par 
value. It will be seen that the preferred 
annual dividends call for only $140,000, 
leaving the bulk of the company’s earn- 
ings for the common stock. There is no 
market for the preferred stock as it is 
all very closely held, but the common is 
traded in on the New York Curb and 
has ranged between $65 and $75 per 
share. 

The company has an unusually strong 
directorate consisting of W. A. Brad- 
ford, president; A. H. Wiggin, T. L. 
Chadbourne, Jr., J. J. Watson, Jr., W. 
B. Thompson, C. E. Mitchell, Guy E. 
Tripp and S. B. Fleming. 


Properties and Earnings 


When the present company was incor- 
porated, it was seen at once that in order 
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to take advantage of the immense op- 
portunities offered in the chemical and 
dye trades, some extensive plant improve- 
ments and additions were necessary. 
The magnitude of this work will be ap- 
preciated when one considers that up to 
the present time approximately $3,500,- 
000 has been put back into plant and 
equipment. The work of rehabilitation, 
which ordinarily would take from two 
to three years, has been accomplished in 
less than a year. All of the company’s 
plants in the various cities are in opera- 
tion and contributing their share to the 
total income accounts. By the end of 
the current year, the outlay for recon- 
struction and new construction will have 
been completed and this year’s earnings 
will be more than ample to take care of 
such expenditures. 

The enormous rate of earnings which 
the company is now making emphasizes 
the tremendous opportunities in the dye 
and chemical trades opened up by war. 
For the first eight months of the current 
year earnings averaged more than 
$300,000 a month. In September they 
jumped to $579,000 and for the first ten 
months of the year totaled approximate- 
ly $3,750,000. There is enough business 
in hand, even if no more orders are 
taken, to assure earnings for the whole 
year of $4,600,000, which would be at 
the average of $3,800,000 a month, in 
round figures. The preferred stock is 
not yet on a dividend basis, but allowing 
for the 7 per cent. rate would leave 
earnings of $4,460,000 or approximately 
$59 per share on the common stock. 
These earnings do not take in any re- 
turns from the company’s Baltimore 
plant. As a matter of fact, earnings at 
the present time are running at the rate 
of 100 dollars per annum per share of 
common stock, but, of course, such earn- 
ings are abnormal and cannot be taken 
as a criterion of what the company can 
do in ordinary times. 


After the War 


While this concern cannot and does 
not expect to maintain the present enor- 
mous rate of earnings after the close of 
the war, it nevertheless by no means 
looks to a cessation of satisfactory 


profits in post-bellum times. Plans are 
a-foot to go into the dye industry on a 
broad scale, and a staff of chemists are 
now at work in the Newark plants on 
plans for the manufacture of dyes. In 
time, it is expected that Germany will be 
able to win back a portion of the dye 
trade which she enjoyed before the 
war, but is never likely to obtain the 
world-wide supremacy in that industry 
which she once possessed. The war has 
given the American dye-manufacturers 
a chance to show what they can do, and 
the results have been surprising. It is 
claimed that just as good dyes can be 
manufactured in.this country as in Ger- 
many, which upsets one of the tradi- 
tions which prevailed before the war. 

The Butterworth-Judson Company is 
laying plans ot continue business on a 
profitable basis after the war. It is 
figured that without any war business 
or exports of any kind, its domestic busi- 
ness will be sufficient to enable earnings 
of at least 10 dollars per annum on 
the junior issue. 


Position of Securities 


_ With reconstruction and new construc- 

tion work completed by the end of this 
year and paid for out of earnings, and 
with a balance sufficient to provide for 
needed working capital, the Butterworth- 
worth-Judson Corporation will start 
1917 in a very favorable position. It is 
expected that early in 1917 the preferred 
stock will be placed on the regular 7 
per cent. basis and that common divi- 
dends will be inaugurated at that time 
or shortly thereafter. If the war con- 
tinues another year, the common stock 
at the present price of about 70 has a 
very great speculative value, since in 
war times the company can earn any- 
where from 60 to 100 dollars on the 
junior issue and in times of peace some- 
thing like 10 dollars. At 70 per share, 
it would appear to be attractive as an 
investment as well as a speculation, but 
it is the speculative outlook, of course, 
that attracts the most attention in times 
like the present. With a continuation of 
the European conflict, this war “Cin- 
derella” may be expected to do some- 
thing spectacular in the market. 
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Atchison.— Reports for October show 
gross of $13,591,999 against $11,384,903 in 
1915; net after taxes $5,516,442 against 
$3,755,113 in 1915. 


Atlantic Coast Line—Has declared a 
semi-annual dividend of 34% on the com- 
mon stock, restoring the stock to a 7% basis, 
an increase of 2% annually. Dividend is 
payable Jan. 10 to stock of record Dec. 19. 


Atlantic, Gulf & West Indies —Declared 
initial dividend of $5 on common stock, pay- 
able Feb. 1 to stock of record Dec. q 
Regular quarterly dividend of $1.25 a share 
on preferred dedauet payable Jan. 2. 


Baltimore & Ohio.—Has issued its report 
for year ended June 30, which shows a gross 
of $111,668,680, against $91,815,797 in 1915. 
Surplus for dividends was $11,261,689, com- 
pared with $10,723,249. 


Boston & Albany.—Declared a dividend 
of $2.25 per share, payable Dec. 30 to stock 
of record Nov. 30. 


Boston & Maine.— Report for quarter 
ended Sept. 30 shows gross income of $4,- 
768,035, against $3,892,881 in 1915; surplus 
after charges $2,016,921, against $1, 337,046 
for same period in 1915. 


Canadian Pacific.—It is reported that the 
Canadian Pacific jointly with Minneapolis, 
St. Paul & Sault Ste. Marie are purchas- 
ing the Spokane International ilroad, 
which has a bonded indebtedness of $4,744,- 
000 and outstanding stock amounting to 
$4,200,000. The line is 162 miles long, in- 
cluding two branches. 


Chesapeake & Ohio.—Declared dividend 
of 2%, payable Dec. 30 to stock of record 
Dec. 8. The last dividend was 1% on Dec. 
31, 1914. The stock is now on a 4% annual 
basis, declarations to be made semi-annu- 
ally. In the last 12 months the company 
has ordered 5,000 coal cars, of which 1,600 
have been delivered and 50 locomotives yet 
to be delivered. Part of the equipment is 
covered by trust certificates and the com- 
pany will issue between $2,500,000 and $3,- 
000,000 additional equipment trusts to cover 
the remainder. 


Erie.—Reports for 8 mos. ended Aug. 31 
showed gross earnings of $49,117,491, com- 
pared with $41,232,934 in same ‘period of 
1915, net $12,414,391, compared with $10,- 
559,136 in 1915. 


Illinois Central.—It was recently reported 
that the Illinois Central had only ts. 521 cars 


on its lines, compared with 62,803 cars 
owned by the company. It had only 17,500 
coal cars on its lines and owns 25,000 and 
of the 17,500 only 12,000 were its own cars. 
Because of poor condition of foreign cars 
the management could only load 43 tons 
per car as against 49 tons last year. 


Lehigh Valley—Report for October shows 
gross of $4,434,852, against $4,639,358 in 
1915, a decrease of $508 8068 Net after taxes 
amounts to $1,211, $a. i $1,370,403 in 
1915, a decrease of $159,00: 


Michigan redesign for September 
shows total operating revenue of $4,096, 
against $3,342,318 in 1915, an increase of 
$754,550. For three months ended Sept. 30 
total operating revenue amounted to $12,- 
027,532, against $9,635,587 in 1915, an in- 
crease of $2,391,944. Net after taxes for 
the three-month period amounts to $3,886,- 
423, against $3,001,866 in 1915, an increase 
of $884,556. 


New Haven.—Report for quarter ended 
Sept. 30 shows me income of $8,445,682, 
against $7,855, in 1915, an increase of 
590,215. Surplus after charges amounts to 

480,910, against $2,096,048 in 1915, an in- 
crease of $384,862. 


New Orleans, Texas & Mexico.—Valu- 
ation report by Commerce Commission 
shows cost $12,194,231, present value $7,572,- 
886, and capitalization $40,938,031, including 
aeons due from affiliated companies $21,- 


New York Central.—In addition to the 
$25,000,000 new stock which will be offered 
to stockholders for subscription at par early 
in the new year, the road has asked author- 
ity to issue $12,000,000 equipment trusts. 
These, with the usual cash payment, will 
finance approximately $15,000,000 worth of 
cars and motive power. 


Pere Marquette.—Estimated receipts of 
Pere Marquette for October were $2,029,921, 
an increase of $216,999, over October, 1915. 
Freight receipts are estimated to have A 
creased $158,589; passenger, $24,587. Frei 
earnings for September amounted to $1, 

616, compared with $1,199,245 in September 
a year ago, an increase of 17.46%. 


Rock Island.—Estimated earnings for the 
week ending Nov. 14 were $1,743,092, or 
$191,893 larger than for the corresponding 
week of last year. For the first two weeks 
in November the earnings showed $3,382,- 
793, or $276,737 larger than during same 

period last year. 
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St. Louis & San Francisco.—Guaranty 
Trust Co., and Lee, Higginson & Co. have 
sold all the $8,516,000 ’Frisco prior lien 
mortgage 5% bonds, series “B,” recently 
germeeed by them. Bonds were offered at 

, to yield 5.65%. 


St. Paul.—Is assembling material for con- 
struction of 1,250 coal and-ore cars at Mil- 
waukee shops. Work will start about Dec. 
15. One thousand will be used for hauling 
coal and will cost approximately $1,500,000. 
Although St. Paul railroad showed an 
increase of $885,841, or over 9%, in gross in 
September, substantially heavier expenses 
brought net $244,171 under last year’s total. 
During the month over $500,000 more than 
last year was spent on maintenance, and 
transportation costs increased $461,000. 


St. Louis Southwestern.—September re- 
port shows a surplus after charges amount- 
ing to $295,311, against $118,336 in 1915, 
which in turn compares with a deficit in 
1914 of 41, and a deficit in 1913 amount- 
ing to $9 437. The three months show 
surplus after charges amounting to $621,006, 
against $125,822 in 1915, which compares 
with a deficit of $80,816 in 1914. 


Seaboard Air Line—Stock Exchange 


geveeness approved listings of Seaboard 
ir Line preferred stock trust certificates, 
$23,894,100, and Seaboard Air Line common 
stock trust certificates, $38,919,400. Sep- 
tember report shows gross increase of 

62,365, net increase of $429,834; for the 
three month period the gross shows an in- 
crease of $616,464, and net after taxes, $74,- 

. The railroad has sold an issue of 
$12,800,000 first and consolidated mortgage 
6% bonds. These bonds, which are a part 
of an authorized issue of $300,000,000, are a 
direct obligation of the Seaboard Air Line 
Railway, and are secured by a first mort- 
gage upon 416 miles of the road. 


Southern Railway.—September 
nearly $800,000 increase, or 13. 


ross was 
'%, while 


net rose $176,000, or 10.12%. For the first 
quarter of the current fiscal period the gain 
in gross was in excess of $2,000,000, or 
12.64%, while net operating income in- 
creased $600,000, or 13.38%. The railroad 
has sold $5,100,000 444% equipment trusts 
to Drexel & Co., Philadelphia. Certificates 
mature in 20 equal semi-annual instalments 


of $225,000 each. 


Southern Pacific—Gain of $1,558,790 in 
gross for October compared with the high 
month last year was due to a gain of $1,845,- 
927 in freight revenue. Passenger earnings 
eewet a decrease for the month of $286,- 


Texas & Pacific—Operating income for 
September shows an increase of $225,618, 
and the increase for the three month period 
shows $543,354. 


Union Pacific.—Will double-track to Kan- 
sas City and Denver next year, and will 
build a branch from a point between Chey- 
enne and Denver toward Estes Park, giving 
a better entrance to that district. The 
company’s reports for October show 
gross of $11,984,870 against $10,275,488 in 
1915; net amounts to $5,796,780 against $4,- 
669,190 in 1915. Of this increase of $1,709,- 
381, or 16.6%, in gross earnings, freight rev- 
enue provided $1,325,361 more than in the 
record month of the previous year. Ex 
press revenue showed a gain of $252,936, 
or 134%. 


Wabash.—Reports gross for October 
amounting to $3,557,309 against $2,984,679 
in 1915, an increase of $572,630. Net after 
taxes amounts to $1,236,063 against $919,434 
in 1915, an increase of $316,629. Surplus 
after charges amounts to $686,965 against 
$377,962 in 1915, an increase of $309,003. 


Western Pacific—Has made its report for 
year ended June 30, which shows a gross 
income of $2,421,192 against $987,280 in 1915, 
net $2,001,316 against a deficit in 1915 
amounting to $2,613,424. 





INDUSTRIALS 





Acme Tea.—October sales were $1,929,- 
373, compared with $1,557,248 in October, 


1915, a gain of $372,125, or 23.89%. This 
is largest gain made in any month during 
current fiscal year, since July 1. Sales for 
four months were $6,199,367, compared with 

,361,387 for same period in 1915, a gain of 

7,980, or 15.63%. 

American Linseed Co.—Declared a divi- 
dend of 3% on preferred, 14% payable on 
January 1, to stock of record December 15, 
and 1%% payable on July 1, 1917, to stock 
of record June 15. This is the first divi- 
dend paid since 1900. 

American Locomotive.—Declared regular 
dividend of 14% on preferred and 14% on 


common. Preferred is payable January 22 
to stock of record January 5. Common is 
payable January 3 to stock of record 
December 18. 


American International Corp—With the 
International Mercantile Marine Co., W. R. 
Grace & Co., and the Pacific Mail Steam- 
ship Co., the American Int. Corp. has 
bought the New York Shipbuilding Co. 
Approximately $15,000,000 is involved in the 
transaction. It is proposed to organize a 
new corporation which will take over the 
assets and property of the’ New York Ship- 
building Co., which now has contracts which 
will fill the present capacity of the yards 
through 1917. 
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American Smelting & Refining.—Is ex- 
pected to show earnings of $35 a share dur- 
ing current year. 


American Sugar Refining Co.—Declared 
regular quartely dividends of 134% on pre- 
ferred and 134% on common, payable Janu- 
ary 2 to stock of record December 1. 


Baldwin Locomotive.—Declared regular 
semi-annual dividend of 344% on preferred 
stock, payable January 1 to stock of record 
December 9 


Bethlehem Steel.—Net earnings for Octo- 
ber are reported nearly $7,000,000, or at the 
rate of $84,000,000 a year. This is at rate of 
$560 a share on common stock. 


Central Leather.—Declared an extra divi- 
dend of 2% on common stock, payable 
December 30, to stock of record December 
1, and regular quarterly dividend of 14% 
on preferred stock, payable January 2 to 
stock of record December 9. 


Chandler Motor Co.—Actual deliveries of 
Chandler cars for October were 352% larger 
than same month in 1915. Two new build- 
ings containing over 200,000 square feet of 
floor space have been erected for taking care 
a increased production proposed for 
1917, 


Chesebrough Mfg. Co.—Declared the 
regular quarterly dividend of $3, and an ex- 
tra of 50 cents a share, payable December 20 
to stock of record November 20. 


Connecticut Steel Corp.—Was incorpor- 
ated with capital stock of $50,000,000 to 
manufacture metal products. Incorporat- 
ors are Herbert E. Latter, Norman P. 
Coffin, Wilmington, Del.; Clement M. 
Egner, Elkton, Md. 


Corn Products Refining Co.—Accumu- 
lated dividends are estimated at about 
18%, which is expected "o be reduced at 
this month’s directors’ meeting. 


Cramp Shipbuilding. —It is said that New 
York banking interests have accumulated 
between 25,000 and 30,000 shares of Cramp 
Shipbuilding Co. stock, out of 60,980 shares 
outstanding, which they intend holding. 


Crucible Steel—Declared regular quar- 
terly dividend of 134% on preferred stock, 
and in addition 14% on account of deferred 
dividends, payable December 21 to stock 
of record December 7. Net earnings of 
$13,223,655 during year ended August 31 
was equal to 46.7% on the $24,578,400 com- 
mon after taking out the entire 7% dividend 
on the $25,000,000 preferred. 


Dominion Steel.—It is stated that the en- 
tire output of the company for 1917 is sold, 
which with increased output and higher 
Prices will mean an increase in earnings 
during coming year. 


Eastern Motors, Inc.—Was incorporated 
at Hartford, Conn. with capitalization of 


$1,000,000. New York, Boston and Con- 
necticut interests are behind it. 


Emerson Phonograph.—Balance sheet of 
October 31 shows. cash items $31,300.93, ac- 
counts receivable $62,169.51, investments 
$63,455, subscription account $92,902.50, in- 
ventories $119,257.54, treasury stock $15,- 

00, sundry items $9,973.76, patents, 
rights, processes, etc. $1,000,955; liabilities, 
bills payable $35,448.71, accounts payable 
$47,027.05, special loan account 3,000, 
amounts due to individuals $7,574.67, royal- 
ties accrued $2,585.80, sundry items $569.51, 
capital stock $1,000,000, surplus $269,468. 


General Chemical Co.— Declared quar- 
terly dividend of 2% on the common stock, 
an extra dividend of 5%, and a special divi- 
dend of 15% in cash. The 2% quarterly 
dividend is an increase of %% over the 
dividend paid in preceding quarter. Regu- 
lar quarterly dividend of 144% on preferred 
stock was also declared. Common stock- 
holders in lieu of cash dividend have 
privilege of subscribing to new issue of 
common stock up to 20% of their holdings. 


General Electric.—Declared regular quar- 
terly dividend of 2%, payable January 2 to 
stock of record December 16. 


General Motors Co.—It is stated that 
earnings for the company for three months 
ended October 31 were at the rate of $2,- 
250,000 a month, and that the company is 
doing about 17% of the entire export busi- 
ness in pleasure cars manufactured in this 
country. 

Grasselli Chemical Co.—Declared regu- 
lar quarterly dividend of 144% on the pre- 
ferred and 14%4% on common stock, and an 
extra dividend of 5% in cash on the com- 
mon, payable December 30 to stock of rec- 
ord December 15; in addition, a dividend of 
10% on the common stock, payable ‘in com- 
mon stock, was declared, payable to stock 
of record December 15; new stock to be 
issued January 2, 1917. 


Great Atlantic & Pacific Tea Co.—Eight 
months’ sales ending in October are re- 
ported to be $44,928,233, an increase of 
$17,774,514. 

Great Falls Mfg. Co.—Declared regular 
semi-annual dividend of $6, payable Decem- 
ber 1 to stock of record November 23. 


Gulf States Steel—Undivided profits on 
October 31 were $3,841,000. Allowing full 
7% on the $2,000,000 first preferred, this 
amount is equivalent to $41 a share on 90,- 
000 shares of second preferred and com- 
mon. The second preferred will be con- 
verted into common by December 15, so as 
to share in the 2% quarterly dividend on 
the common, and capitalization will then be 
$2,000,000 preferred and $9,000,000 common. 
Company has declared regular quarterly 
dividend of 14% on first preferred stock, 
puke January 2 to stock of record Decem- 
er 
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Heywood Bros. & Wakefield Co.—De- 
clared regular semi-annual Ny of 4% 
on the common stock, payable December 1 
to stock of record November 24, which in- 
creased the annual rate from 6 to 8%. The 
directors also authorized distribution among 
employes of $100,000 of accumulated sur- 

lus, to be distributed on scale according to 
ength of service. 


Holmes Mfg. Co.—Has distributed an ex- 
tra dividend of $10 a share on its common 
stock, in addition to its regular dividend of 

per share. The extra amount distributed 
to stockholders was $120,000. 


International Harvester Co.—Advanced 
price of farm implements more than 15%. 


Kirschbaum Co.—Declared regular quar- 
terly dividend of 1%, on common stock, 
gover December 1 to stock of record 

ovember 22. 


Lake Superior.—Estimates of production 
of Lake Superior district for present year are 
between 260,000,000 and pounds re- 
fined, an increase of about 20,000,000 pounds 


over 1915, 


Lackawanna Steel Co.—Declared an ex- 
tra dividend of 3%, payable December 30 to 
stock of record December 15. October 
earnings were approximately $1,250,000 net, 
or at rate of over $43 a share. 


Lawrence Mfg. Co.—Declared a semi-an- 
nual dividend of 244%, payable December 1 
to stock of record November 21. 


Maxwell Motors Co.—Declared regular 
quarterly dividend of 24%% on common 
stock, payable January 2 to stock of record 
December 11. Dividends on first and 
second preferred stock for entire fiscal year 
have already been declared. Current instal- 
ments are payable January 2 to stock of 
record December 11, the same as the com- 
mon st 

Mergenthaler Linotype Co.—Reports for 
year ended September 30, net gain from all 
sources of $1,898,200, an increase over the 
previous year of $431,185. 


Nashua Mfg. Co.—Declared regular semi- 
annual dividend of 5%, payable December 
1 to stock of record November 24. 


National Cloak & Suit.—Declared regular 
quarterly dividend of $1.75 on preferred 
stock, payable December 1 to stock of rec- 
ord November 18, 


National Lead Co.—Declared regular 
quarterly dividend of 1% on its common 
stock, payable December 30 to stock of rec- 
ord December 8. 


New River Co.—The company states that 
a large majority of the preferred stock out- 
standing carries cumulative preferred divi- 
dends amounting to $48 per share, as of 
November 1, 1916. 


New York Air Brake—Declared regular 


quarterly dividend of 244% for next five 
quarters, payable in instalments and an ex- 
tra dividend of 124%, payable in five quar- 
terly instalments along with regular divi- 
dend. This does not preclude possibility 
of further extra disbursements during 
course of the year. 


New York Shipbuilding—Has $5,000,000 
stock outstanding, which on terms of sale 
to American International Corp., it is 
stated, will receive approximately $77 a 
share, or $3,850,000 in cash and $153 a share 
in first mortgage 5% sinking fund bonds, or 
a total of about $7,650,000 in bonds. 


Paige-Detroit Motor Car Co—To in- 
crease capital stock from $2,000,000 to $3,- 
500,000 by the addition of $1,500,000 7% 
cumulative preferred stock. Present capi- 
tal consists wholly of common. New 
shares will have par value of $100 and will 
be offered to stockholders at par. Proceeds 
will be used as working capital. 


Porta Rican-American Tobacco Co.—De- 
clared regular quarterly dividend of 4% 
and an extra stock dividend of 10%, payable 
neg - Books closed Nov. 15, reopen 

ec, 


Railway Steel Spring.—Declared quar- 
terly dividend of 14% on the common 
stock, payable December 30 to stock of rec- 
ord December 15; also the regular quar- 
terly dividend of 14% on preferred stock, 
payable December 20 to stock of record 
December 5. This is first disbursement on 
common shares since March, 1913, when 
2% was declared. 


Remington Arms.—Recently reported 700 
rifles being accepted daily on its Russian 
rifle contract, and that production would 
soon reach 800 rifles daily. This produc- 
tion compares with between 150 and 200 
rifles accepted daily during July and 
August. 


Republic Iron & Steel.—Declared regu- 
lar quarterly dividend of 134% on preferred 
stock, in addition to 4% in arrears on pre- 
ferred stock, both payable January to stock 
of record December 16. This clears up all 
back dividends on preferred shares. No 
dividend action taken on common stock. 


Republic Motor Truck Co.—Reports ship- 
ments for the month of October, 1916, oi 
626 trucks as compared with 190 for the 
ge of October, 1915, and 35 for October, 


Union Bag & Paper.—Has declared ini- 
tial quarterly dividend of 14%, payable on 
Dec. 15 to stock of record Dec. 5. This 

laces the stock on an annual basis of 6%. 

his dividend is payable only to stockhold- 
ers in the new corporation, so that, in order 
to receive it, they must exchange their cer- 
tificates for new Union Bag & Paper Cor- 

oration stock at the Empire Trust Co., 

efore Dec. 5. 
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Distillers 

N. S. A., New York City.—Distillers Securi- 
ties. The sale of this company’s hold- 
ings of U. S. Industrial Alcohol is reflected 
in the balance sheet. You have probably 
looked for it in. the statement of earnings, 
but, as we said in our previous letter, it is an 
item not properly included in earnings. It 
would appear in the company’s profit and loss 
account if the company issued such an account. 
This company’s holdings of U. S. Industria! 
Alcohol were sold in June, 1915, and the result 
of this sale is, therefore, reflected in th< bal- 
ance sheet of June 30, 1915, as well as in the 
balance sheet of June 30, 1916. On June 30 
1914, the company had current liabilities of 
close to $6,000,000, whereas on June 30, 1915, 
current liabilities were only 7,513. This 
improvement was largely brought about by 
the cash obtained from the sale of U. S. In- 
dustrial Alcohol stock. The property account 
which you speak of has not been changed to 
any extent, but investments June 30, 1914, 
stood at $4,222,532, and on June 30, 1916, at 
$618,960. 


Min. & St. Louis 


K. J., Philadelphia, Pa—The reorganization 
plan of Minneapolis & St. Louis provided for 
the formation of the new company with an 
authorized capital stock of $26,000,000, of 
which $25,792,600 was issued for purposes of 
reorganization. The holder of $100 par value 
of preferred stock of the old company was 
entitled to receive $70 in new stock and at 
his option to purchase for $20 additional new 
common stock to the amount of The 
holder of $100 par value of common stock 
was entitled to receive $22 in new stock and 
at his option to purchase for $20 additional 
new stock to the amount of $78. The time 
for the subscription to new stock has expired, 
but the new company is still reserving stock 
for exchange and there has been no definite 
time limit set as to when this privilege of 
exchanging stock will expire. 


Peerless 


M. L. G., Troy, N. Y.—Peerless Truck & 
Motor is now earning at the rate of $17 per 
share per annum, and it is expected that 1516 
earnings will actually equal $14 per share after 
substantial charges for depreciation. Our 
suggestion is that you hold the stock. We are 
enclosing a circular which gives the balance 
sheet of the company as of September 30, 
1916, and shows its remarkably strong finan- 
cial condition. 


Am. Hide & Leather, Pfd. 


C. J., Nashville, Tenn.—We most certainly 
Suggest your accepting your profit on this 
commitment. The situation of Hide & 
Leather is an involved one, and even if the 
back dividend question is settled, it will prob- 
ably be a long, drawn-out fight between the 
various committees. 


United Fruit 


R. J. W., Windsor, Vt—This company is 
very conservatively managed and a large sur- 
plus of earnings which have accrued on ac- 
count of unprecedented prosperity of the 
shipping business since the war, have been 
put back into the property. United Fruit is 
therefore in a particularly strong financial 
position and chances are that its earning 
power after the war will be greater than 
before the war. We regard the stock very 
favorably but do not suggest your holding it 
unless you have purchased it at a higher price 
than the present market. Our reason for this 
is that we believe the present “bull” move- 
ment is likely to culminate soon and that any 
decided reaction will affect United Fruit. If, 
however, the commitment shows you a profit, 
we recommend that you sell now, expecting 
we replace your purchase at a lower price 
ater. 


Nat. Enameling & Stamping 


W. F., Milwaukee, Wis.—Is on a specula- 
tive basis and we are not favoring the pur- 
chases of speculative stocks in the present 
market, The present bull movement may soon 
culminate and be followed by a more or less 
extended decline. Under such conditions, the 
technical position of speculative stocks is 
risky, in our position. True, the company is 
doing large business and earnings are stated 
to be running at the rate of 10% per annum 
on the common stock. We understand, how- 
ever, that the management is not contem- 
plating favorable dividend action in the near 
future, at least. 


At. Gulf & West Indies 


F. P. J., Stanley, N. Y.—Atlantic, Gulf & 
West Indies preferred is now protected by 
a very large margin of safety. But it must 
be borne in mind that present earnings of 
this company are abnormal, due to conditions 
brought about by the war. The financial po- 
sition of the company has of course been 
straightened much, and it will be in a position 
after the war to show more satisfactory earn- 
ings than it did before the war. The stock 
seems to be reasonably low in consideration 
of this, but it must be borne in mind that 
technical considerations are of more impor- 
tance in the present market than large earn- 
ings on stocks. The present bull movement 
seems likely to culminate, and if it is followed 
by a declining market, this issue would 
probably be affected. We therefore think, if 
ou have a good profit on it, that you should 
liquidate and wait for a substantial decline 
in the market as a whole, when you will be 
able to purchase good stocks below their 
intrinsic value. The same recommendation 
would apply to American Woolen, only this 
stock is more speculative than Atlantic, Gulf 
& West Indies preferred and it might be af- 
fected to a larger extent in any bear market. 
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Midvale 


S. W. P., Oil City, Pa—It is estimated is 
earning enormous profits, but there is no offi- 
cial report as to what results of operations 

ave been. It is stated in reliable quarters 
that the earning power of the stock in normal 
times would justify the maintenance of a 
dividend of a share, while in boom times 
it is said that $10 a share could be easily 
paid. Frankly, we are of the opinion that this 
stock is overestimated. At all events, we 
consider it a risky speculation in view of the 
fact that so little is definitely known as to 
the earning power. The company undoubtedly 
is deriving large profits from war orders, but 
it is a question, in our opinion, as to what its 
position will be after the war, although the 
claim has been made that it will continue to 
handle a profitable business from the United 
States Government. Midvale is selling now 
at the equivalent of about 144% of its par 
value of , as compared with United States 
Steel, selling at only 125% of its par value 
and other steel stocks selling below their par 
values and paying good dividends. 


Pacific Mail, Common 


N. F. A., Brooklyn, N. Y.—There are 17,000 
shares of preferred stock outstanding, par 
$100 and the annual dividend requirements at 
7% amount to $119,000. It is stipulated that 
a three years’ reserve for preferred lividends 
must be set up before the common can share 
in dividends, consequently $357,000 in addition 
to the $119,000 must be raised before the com- 
mon can hope to get dividends. This re- 
quirement seems to be within easy reach this 
year, and that fact accounts for the high 
market price of Pacific Mail common, which 
at 25 is selling at 500% of its par value. The 
company is sharing with other shipping con- 
cerns the abnormally increased earnings, due 
to the high freight rates. Net revenue for 
the six months ending June 30, 1916, was 
$635,125, against $218,128 in 1915. No action 
on the common dividends is believed imminent, 
but it is very likely that payments will be 
started some time next year. There is only 
$1,150,000 of the common stock outstanding. 
At its present price, we regard Pacific Mail 
as speculative, because it is undoubtedly selling 
on the basis of abnormal and temporary profits. 
If the war lasts, the stock should go higher. 
After the war, however, there may be a serious 
drop in earnings. The question is, will the 
company build its organization up to such an 
extent before the end of the war as to justify 
the present price of its stock, considering 
normal earnings? 


New Haven 


W. E. C., New Hamburg, N. Y—We do 
not believe the long range outlook for this 
road is encouraging. There are many uncer- 
tainties ahead and we do not suggest the pur- 
chase of the stock for either speculation or 
for a long pull. 


Wright-Martin Aircraft 

D. S. W., Barre, Vt.—Wright-Martin Air 
craft is incorporated with $5,000,000 preferred 
stock, par value $100, and 500,000 shares of 
common stock without par value. This com- 
pany has good prospects and we are inclined 
to regard the preferred stock ‘as rather attrac- 
tive. The common, however, we consider 
highly speculative and until the company 
establishes its claims to large earning power, 
we do not recommend its purchase. However, 
it is understood that the market for this stock 
is in the hands of pretty strong interests and 
they may be instrumental in putting it higher, 
provided market conditions are favorable. It 
is just as well to be cautious in the purchase 
of speculative securities at this time. 


Cuba Cane Sugar 


M. H., Wilkes-Barre, Pa—Cuba Cane Sugar 
(69%) undoubtedly has speculative possibili- 
ties, but we are inclined to regard its purchase 
at this time as risky. We take this stand in 
view of the uncertain position of the market 
generally. Cuba Cane Sugar recently has had 
an advance which was largely due to pool 
operations. A great deal of stock was dis- 
tributed on this advance. The present bull 
movement. may, in our opinion, culminate and 
be followed by a readjustment of security 
prices generally. In any sharp reactionary 
movement, we believe that speculative issues 
= as Cuba Cane Sugar will suffer materi- 
ally. 

The company will earn this year between 
$25 and $30 for its common stock and earnings 
currently are estimated to be running at the 
rate of about $40 per share. The continuation 
of such enormous earnings depens, of course, 
on high sugar prices, for which, the war is 
responsible. With any sudden termination of 
the war, there will probably be a serious col- 
lapse of the sugar market and this is the 
speculation you take in buying sugar stocks. 


Ontario & Western 


S. L. H., Baltimore, Md—New York, On- 
tario & Western, we believe, is selling quite 
high enough. This road stands to benefit by 
the advance in the price of coal, but as to 
how long the present abnormal condition in 
the coal industry will exist is more or less 
guess work. 


Willys-Overland 

S. J. F., St. Louis, Mo.—Aside from general 
market conditions, we do not favor this stock, 
because we are dubious as to the outlook for 
the automobile industry in general. Materials 
and labor are rising, and if price cutting 
starts, present profits will undoubtedly be cut 
down sharply. We are therefore not bullish 
on this stock, although we expect that it may 
have a fair rally, because it has declined 
heavily and its technical position should war- 
rant some recovery. 
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ARTICLE I—Profit and the Income Account 





(This is the first of a series prepared for THE MAGAZINE OF WALL STREET by Pro- 


fessor Saliers. 


VERY investor hopes to secure an 
adequate return upon the money 
he puts into stocks and bonds. 

He buys them with the expectation that 
periodically he will receive this return 
in the form of interest or dividends. 
Possibly he may rest satisfied with 
the periodic receipt of a_ specified 
amount of money without making in- 
quiry into its origin or the effect of its 
payment upon the company that dis- 
burses it. But the investor should be 
also an investigator. The wise investor 
asks, “What is profit and how is it as- 
certained?” I shall attempt a brief an- 
swer to this question in this article. 


Theory of Profit 

Theoretically, profit is an increment 
in wealth resulting from its application 
to productive undertakings. Capital 
unites with labor in the varied and 
manifold processes of productivity and 
thus an increase in the world’s wealth 
is effected. Practically, however, this in- 
formation is not sufficiently definite. 
The investor is less interested in the sum 
total of wealth and profits than he is in 
wealth and profit when thought of in con- 
nection with some particular enterprise. 
If he possesses some shares of a mining 
company he is very definitely concerned 
in knowing what part of the dividends 
paid thereon is profit and what part 
represents a return of his investment. If 
he owns bonds of an industrial company 
he wants-not merely to be satisfied that 
the company’s profits are sufficient to 


Succeeding installments will appear from time to time in these columns.—Editor.) 


meet interest requirements on bonded in- 
debtedness, but he should be equally in- 
terested in the general financial policy of 
the company. 

He is vitally concerned with what the 
company does with all of its gross reve- 
nues. Interest is only one of several 
deductions that must be made from gross 
revenue to determine net profits. The 
various expenses of operation—usually 
the largest group of charges—must be 
met. Allowances must be made for the 
depreciation and obsolescence of build- 
ings and machinery. Besides the interest 
on the issue of bonds in which one is 
direcly interested through ownership in- 
terest may also have to be paid on other 
and perhaps underlying bond issues. 
After operating expenses and fixed 
charges have been deducted from gross 
revenue, there should be left profit suffi- 
cient to make possible the payment of 
suitable dividends on the outstanding 
stock and in addition to establish and en- 
large a reserve or surplus account to meet 
future contingent losses. 


Income Account 


The amount of the stock and bond 
issues and their dividend and interest 
rates have a very direct relationship to 
the income account. It is in the income 
account that the results of operations are 
summarized. Consequently the income 
account affords the information essential 
to a valid judgment of a company’s prog- 
ress, as well as the data suitable for mak- 
ing comparisons between companies. The 
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income account is a summarized record 
of costs. It reflects the financial policy 
of the management and it affords a basis 
for studying the worth of the various se- 
curity issues: 

Unfortunately, there exists a marked 
lack of uniformity in the construction of 
the income account. Some corporations 
publish incomplete income accounts. 
Others publish fairly comprehensive in- 
come accounts which, however, are so 
compressed or abbreviated that much 
essential information remains hidden. 

Others, notably those controlled by 
commissions, such as railroads and the 
various kinds of public utilities, publish 
income accounts in accordance with gov- 
ernment specifications and consequently 
these are usually complete and fairly uni- 
form. Industrial concerns, on the other 
hand, vary widely in the form and com- 
pleteness of their income accounts. . In 
some cases the information they afford is 
so scanty that it is valueless unless sup- 
plemented from other sources, while in 
other instances it is admirably complete. 


The income account gathers together 
from the ledgers the various items that 
record the profits and losses of a given 
period of time. This so-called “account- 
ing period” may be a month, a year, or 


even longer. The ledger accounts that 
record losses and gains are technically 
known as “nominal” accounts and must 
be distinguished from the “real” accounts 
which record the assets and the liabili- 
ties. The process of balancing the nomi- 
nal accounts and transferring their 
amounts to the profit and loss or income 
account is known as “closing.” Natur- 
ally, the largest item in the income ac- 
count is “gross earnings” or “gross in- 
come,” for from gross earnings must be 
made all deductions for cost of goods or 
services, expenses of operation and fixed 
charges, in order to find the amount of 
net profits. 
Gross Earnings 

Gross earnings are large or small in 
proportion to the success that accom- 
panies the business. If the turnover of 
merchandise in a department store is 
slow, gross earnings are clearly smaller 
than if the turnover is rapid. Goods and 
services are usually sold at a fairly defi- 


nite percentage above cost. An increase 
in the rate of turnover not merely in- 
creases gross income, but.it also reduces 
the proportionate expense of handling the 
different articles of merchandise or of 
providing the services. Rarely does ex- 
pense increase proportionately with 
growth of sales. Rarely, too, does it de- 
crease proportionately with a falling off 
of sales. Success breeds success and fail- 
ure breeds failure. This is true because 
many charges, such as taxes and de- 
preciation, remain about the same irre- 
spective of the volume of business trans- 
acted. 

The increase or decrease in the volume 
of the income should therefore be care- 
fully watched and studied. As a rule, it 
is not subjected to manipulation, although 
it has been sometimes falsified. 


Other Income 


Gross income does not include income 
from extraordinary sources, but merely 
that earned in the pursuit of the concern’s 
principal line of business. A railroad 
company does not include income from 
investments in government bonds in its 
gross income nor does a department 
store include income from rentals of of- 
fice rooms in its gross income. 

To include such extraneous items in 
gross income would render the income 
account less intelligible through the in- 
troduction of additions in no way related 
to the customary operations of the com- 
pany. The value of comparisons with 
other similar concerns would be largely 
negatived. Such items are properly 
segregated under the designation “other 
income” and are added to the amount left 
after deducting operating expenses from 
gross earnings from operations—thus 
obtaining “total income.” 


Operating Ratio 

The item “operating expenses,” when 
considered in relation to gross earnings 
from operation, possesses great inter- 
pretative possibilities. The ratio of 
“operating expenses” to “gross earnings” 
is called the operating ratio and serves 
as a very accurate and useful basis of 
comparison, not only between different 
periods in a company’s history, but be- 
tween different companies engaged in the 
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same line of business, and, within certain 
limitations, between companies engaged 
in different lines of business. 

But since the value of the operating 
ratio is dependent upon its accuracy it 
follows that unless the operating ex- 
penses are correctly stated the figure 
representing the operating ratio will be 
erroneous and of greatly lessened value. 
Furthermore, a decline in the operating 
ratio is not necessarily an indication of an 
improved condition of affairs. It might 
be the result of an ultra-conservative 
policy taking concrete form in an injuri- 
ous reduction in wages or managerial 
salaries, or in a failure to charge a suffi- 
cient sum to depreciation, or in any of the 
various ways in which expenses may tem- 
porarily be diminished. 

Usually, however, a decline in the 
operating ratio may be regarded as a 
favorable indication. Such a favorable 
decline may result from an increased 
turnover or it may result from a more 
efficient management, the adoption of new 
and improved methods or machinery, 
better wage system, and so on. 

The value of the operating ratio for 
comparative purposes depends largely 
upon the extent to which the accounting 
systems of the companies under compari- 
son are accurate and uniform. - Error is 
most likely to arise in the computation 
of the various items comprising operating 
expenses, especially in those items in 
which an exact computation is admittedly 
impossible. In a manufacturing plant the 
various items that enter into overhead 
are at best approximations. The degree 
of accuracy with which they are deter- 
mined depends upon the basis employed 
in allocating the burden. This may be 
labor cost, material cost, prime cost, or 
one of the more or less highly compli- 
cated machine rate plans. Some of the 
methods give widely erroneous results 
and none of them can boast absolute 
accuracy. 


Income Account Not Final 


The remark of an English accountant, 
that a balance sheet is a statement of 
opinion, also merits application to the in- 
come account. There are a number of 
items in an income account that are not 
fixed by any mathematical rule. Direct 


labor, salaries, taxes and interest usually’ 
admit of no question as to their cost. 
But depreciation and overhead, or merely 
overhead if depreciation is included in it, 
are more or less indefinite elements of 
cost, and their determination must to 
some extent, sometimes to a very great 
extent, reflect the attitude and methods 
of the management. 

Consequently, the income account 
should not be accepted as final and con- 
clusive, but rather it should be considered 
as admitting of a variety of interpreta- 
tions. The investor should make it his 
policy to become an interpreter of in- 
come accounts. He should be able to 
judge the growth of an enterprise by con- 
structing comparative statements showing 
the tendency and significance of the items 
of vital importance featured in the income 
account. He should have a memory-pic- 
ture of a model income statement which 
he can use as a basis for studying and 
interpreting the details of actual income 
accounts. The essential divisions of an 
income account are: (a) gross earnings 
from operations, (b) cost of operations, 
(c) earnings from operations, (d) other 
income, (e) total earnings, (f) fixed 
charges, (g) net profits, and (h) dis- 
tribution of net profits. Arranged in 
statement form and illustrated with 
assumed figures an income account ap- 
pears thus: 


Gross income from operations 
Deduct: Cost of operations 


Earnings from operations 
Add: Other income 


Total earnings 
Deduct: Fixed charges 


Deduct: Dividends 


Every income account should conform 
in principle to the above outline. 
This article has dwelt somewhat on 


In our next one the con- 
tents of the income account will be 
analyzed in detail. Illustrations will be 
taken from published reports, and the 
application of accounting principles will 


be discussed. 
(To be continued) 


generalities. 











ws Wolke Should Invest 


Distinguishing Between Investment and Speculation— 
Classes of Securities She Should Favor 


By SCRIBNER BROWNE 





T is with some trepidation that I write 
under the above title. But after all 
there are some fundamental differ- 

ences between men and women—even 
the most ardent suffragist would have 
to admit that—and there should be some 
differences in their investments. 

In those “Investment Inquiries” col- 
umns which are run in the back pages 
of some of our popular monthlies to help 
carry the investment advertising, the 
letters from women are usually answered 
in a very patronizing and top-lofty man- 
ner. The leading financial authority 
who happens to be filling the column at 
the time seems to reach down and pat 
the inquiring lady on the head, as one 
who should say, 

“My dear, don’t try to understand 
subjects which are beyond your compre- 
hension. Let your banker buy some 3 
per cent. bonds for you. The income 
will be small, but that will prevent you 
from becoming foolishly extravagant. 
The subject of investment is really be- 
yond the grasp of the feminine mind. 
Some very good bonds of the above class 
are being offered by Backnumber & 
Slowe”—and by a curious coincidence 
the advertisement of this house is found 
close by. | 

Just why investment writers are all 
disciples of Schopenhauer in their views 
as to the intelligence of woman, I don’t 
pretend to know. There is no reason 
why the average woman should not 
know just as much about the art of in- 
vestment as the average man (and that 
is far from being an impossible stand- 
ard), provided she has had as much ex- 
perience and has devoted as much study 
to the subject. But usually she has not 
had the opportunity to do that. 

That statement does not exactly apply 
to speculation, however. In that field 
we have to admit a sort of double 
standard of morals; for as a rule—a 
very broad general rule, to which you, 
madam, are doubtless an exception—as 


a rule women are more emotional than 
men and are therefore less fitted to as- 
sume heavy business responsibilities 
which put a severe strain on the nervous 
system. (Note to the Editor: Do not 
send any copies of this issue to my home 
address. This is important.) 

There would be no difficulty about this 
if all speculation was simply trading on 
margin, for very few women are at- 
tracted by margin trading. The few 
that are attracted to it are not the best 
class of clients and for that reason most 
brokers are reluctant to accept women’s 
speculative accounts. But the trouble is 
that there is no hard and fast line be- 
tween speculation and investment. A 
stock may be bought outright and the 
certificate locked away in a safe deposit 
vault, and yet it may be far more of a 
speculation than another stock bought on 
a ten-point margin. A speculative stock 
is just as speculative owned outright as 
on margin—the method of carrying it 
doesn’t affect its character. 

The average woman should avoid 
these highly speculative issues. (Per- 
haps the average man should, too, but 
we don’t have to settle that question 
here.) She should, I believe, confine her 
efforts to investment proper. 


What Is Investment? 


But what is investment? Can she do 
nothing better than to refer the matter 
to Backnumber & Slowe? It is certainly 
very important for every investor, man 
or woman, to have the advice of a con- 
servative and reliable investment house 
before buying anything. It is usually 
especially important for the woman, be- 
cause of her limited experience in this 
field. But that is no reason why she 
should abdicate her own intelligence en- 
tirely. There is nothing to prevent her 
from using her own judgment first, but 
without backing it with her money un- 
less it is confirmed in_ responsible 
quarters. In that way her judgment, 
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through exercise, may become strength- 
ened until even a financial writer would 
regard it as almost equal to that of the 
Lord of Creation, Man. 

We all know that investment consists 
in the placing of funds chiefly with re- 
gard to the income to be received from 
them and-with only minor attention to 
the possible enhancement of the prin- 
cipal by a rise in price, while in specula- 
tion an expected rise in price is the im- 
portant consideration and current in- 
come is given little or no attention; but 
these two definitions shade into each 
other by imperceptible gradations. Is 
there any way to draw a line between 
them? 


Relative Yields 


Perhaps the best that can be done is 
to say that any investment which yields 
more than 6 per cent. interest is pretty 
sure to contain an element of speculation 
and should therefore be regarded sus- 
piciously, while 7 per cent. would be 
about the extreme limit of investment 


return, only obtainable under excep- 
tional conditions. 

For example, the Japanese 4%s, sec- 
ond series, German stamped, are now 


selling to yield over 7 per cent. These 
bonds are payable in pounds sterling, yet 
they have no market in England because 
the German stamp shows that they come 
from enemy sources. They are secured 
by a second lien on the Japanese Gov- 
ernment tobacco monopoly, the income 
from which is ample to assure their 
safety. New York is the only open 
market for them. The interest on them 
is paid at the New York branch of the 
Yokohama Specie Bank. 

The reason they sell at such a low 
price is that investors do not like the 
German stamp. While it is hard to see 
how any complications could arise from 
it, they have an indefinite fear of the 
unexpected. They prefer to pay about 
seven points more for bonds otherwise 
the same which do not bear this stamp. 
The latter yield about 6% per cent. This 
in itself is a relatively high yield, due 
largely to the fact that Japan is so far 
away and most investors know so little 
‘about it. They fear the unknown. 


On the other hand, when we come near 
home, under a government which we 
consider as solid as the everlasting hills, 
the best bonds yield 5 per cent. or less. 
Take the Pennsylvania R. R. general 
mortgage 42s. These are secured, as 
the name implies, by a mortgage on one 
of our best railroad systems, noted for 
its conservatism, and serving one of the 
strongest industrial sections in the world. 
All the affairs of this corporation are 

,public property, known to the world at 
large. The bonds are widely distributed 
and have a good market at all times. 
Hence they yield only 434 per cent. in- 
terest at current prices. 

While a bond yielding 6 per cent. or 
more is prima facie to be regarded with 
suspicion, the reverse of this rule does 
not hold—we cannot be sure that a bond 
yielding less than 6 per cent. is safe. It 
may be, and often is the case that the 
affairs of the corporation are unsatis- 
factory, but the holders of the bond have 
not yet awakened to the facts of the 
situation. 


Case of M. K. & T. Bonds 


The first extension 5s of the Missouri, 
Kansas & Texas R. R. sold at 89 in 
1915, where the yield was 534 per cent. 
—but in September, 1916, they sold at 
37%. Investors had not waked up to 
the real condition of the road in 1915, 
else no one would have paid 89 for the 
bonds. A dozen similar examples might 
be mentioned. It will not do, therefore, 
to depend upon the market price of a 
bond as an index of its value. The price 
simply records the judgment of the in- 
vestors who happen to be buying and 
selling it at the moment, and it often 
turns out that their judgment was very 
poor. 

It is almost invariably the case that 
the less an investor knows about bonds 
the higher the yield he wants. Since all 
bonds look pretty much alike to him, he 
selects one returning a large income. 
Now this is exactly the opposite of what 
he should do. The expert may be able 
to select a safe high yield bond; the 
novice cannot hope to do so with any 
degree of certainty. 

The woman investor should bring to 
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the consideration of stocks substantially 
the same attitude of mind as to the study 
of bonds. That is, she should regard 
them as investments, not as a specula- 
tion. Since stocks fluctuate more widely 
than bonds and attract more public at- 
tention, the speculative opportunities 
they offer are generally more promi- 
nently mentioned than the investment re- 
turns. 

When Bethlehem Steel jumped up 
from 40 to 600 within a year or so, it 
seemed as if half the population of this 
country were going around saying, 
“Look what profits I might have made if 
I had only bought it!” Nothing could 
be more silly. Every investor could 
make unlimited profits if he only knew 
the future. He could make just as great 
profits in a stock that advanced ten 
points as in one that rose 100 points, by 
the simple process of buying ten times 
as much. Mr. Schwab, the president of 
the Bethlehem Company, held almost 
none of this common stock during its 
wild advance and it is reported that he 
begged his friends to sell out when it 
reached 75. Whether this report is cor- 
rect or not I do not know. 


Speculation a Trade 


The woman investor should simply 
make up her mind that speculation is an 
expert trade and that she doesn’t know 
the trade. It is only common sense to 
keep out of something that one knows 
nothing about, whether it be stocks, real 
estate promotions, the grocery business, 
or horse trading. There are plenty of 
chances to make mistakes in lines that 
we think we do know something about. 

Looked at from the investment stand- 
point stocks are not much different from 
bonds, except that the dividends on them 
may be increased or decreased from time 
to time, while the interest on a bond is 
uniform. The stock of the Union Pa- 
cific Railroad, for example, now sells at 
about 148, pays 8 per cent. dividends, and 
earned in its last fiscal year 15.65 per 
cent., or about double the dividends. At 
148 it yields 5.4 per cent. on the money 
put into it. It represents a degree of 
security approximately equal to that on 
the average bond yielding 5.4 per cent. 


The woman investor has no interest 
in non-dividend paying stocks. They 
are purely a speculation. She will do 
well to avoid the common stocks of in- 
dustrial companies, because the earnings 
of industrials are likely to fluctuate 
widely. She will select from among 
standard railway stocks whose earnings 
over a period of years average well in 
excess of the present dividends, indus- 
trial preferred stocks showing the same 
condition, and the high-grade public 
utility issues. 

One woman investor said to me, “I 
want bonds because I want to know how 
much income I’m going to have. If I 
buy a stock the dividend may be reduced 
or discontinued. Then where shall I 
be?” That is, of course, a legitimate 
argument, and it is the reason why a 
great many investors, men and women, 
stick to bonds. Nevertheless, the divi- 
dends on well-selected stocks are more 
likely to be increased than decreased, 
and there is always a possibility of 
special dividends. : 

The stock of the Canadian Pacific Ry., 
for example, could easily have been 
bought at or below 150 early in 1908. It 
was paying 7 per cent. dividends, mak- 
ing the investment yield 4.7 per cent. In 
1910 it paid 7% per cent. dividends, in 
1911 9%, and since then 10 per cent. 
yearly. In addition to that the rights 
to subscribe to new stock from 1908 to 
1913 were worth over $50 a share. So 
the investor who bought at the beginning 
of 1908 would have received over $120 
a share down to the end of 1915, or $15 
a year, making the actual interest return 
on the money over 10 per cent. annually. 
Nothing like this could have happened 
to the bondholder. 

There is no reason why the woman in- 
vestor should not endeavor to find such 
opportunities as that in Canadian Pacific. 
She has the same opportunity to pick 
out growing companies, in territory 
which is likely to develop rapidly, or in 
a line of business having an exceptional 
future, as though she enjoyed the full 
privileges of the eternal masculine in 
other directions also. 

So many companies now have con- 
vertible bonds outstanding that the 
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woman investor should familiarize her- 
self with this form of security. Such a 
bond may be converted into the stock of 
the company at a fixed price within a 
certain time. Hence, if the stock rises 
above that price, the price of the bond 
will thereafter rise in company with that 
of the stock. 

We have recently had a good illustra- 
tion of this in the behavior of the 5 per 
cent. bonds of the Lackawanna Steel Co., 
which are convertible into the stock at 
par. On October 20 these bonds were 
selling at 9634, at which price they 
yielded about 5.2 per cent. on the invest- 
ment. 

Soon after the above date the com- 
pany’s stock rose above the convertible 
price of 100. The result was that the 
bond followed the stock and sold at 109 


fixed income, and at the same time they 
have possibilities for higher prices in 
case the company’s earnings increase. 
In a few words, then, the woman in- 
vestor should study investment and 
avoid speculation. She should form her 
own judgment and then consult her 
banker and bond house, or several of 
them. She should not attempt to get an 
interest return above 6 per cent. ; and, on 
the other hand, I see no reason why she 
should accept less than 5 per cent., under 
present conditions. She should buy good 
bonds, convertibles, or sound railroad, 
industrial preferred, or public utility 
stocks. If she can select the securities 
of a growing, developing company, so 
much the better. And last, but not least, 
she should not allow any high-browed 
financial writer to hand her this ante- 


diluvian dope about the feminine mind 
not being adapted to the study of in- 
vestments. She should teach him his 
place. 


on November 16, an advance of 12 points 
inside of a month. 

Convertible bonds, therefore, have the 
safety of bonds, with the certainty of a 








LETTER FROM A “SHUT-IN” 


I am going to give you a little personal history of one of your readers. I am, I 
think, now on my second pend as one of your subscribers. I am a cripple, “Spastic 
Paraplegia” my ailment. go back and forth to my business in a carriage, pay an 
osteopath $4 per week for treatments and am getting along well. Since 1887, April 1, 
I was in the employ of until 1906, as a bookkeeper; since that time have 
been in the employ of the ——————— in the same capacity. I am the owner of a nice 
home, have a few thousand dollars in securities and to some am fairly well fixed, to 
use a slang expression. I have a son who has just passed his second year, successfully 
in the Massachusetts Institute of Technology. I have one daughter, a junior now, a 
senior next year, in the High School. I have within three months’ time 
settled up an estate of some $50,000 of my deceased mother among four sons and 
their families, having made a profit for the estate of some five or six hundred dollars. 
I have a few dollars invested in Am. Tel. & Tel. stock, Federal Power & Light pre- 
ferred and common stock, a Rockport Granite Co. 6% bond non-taxable in Massa- 
chusetts, a Columbia Gas 5% bond, a few shares in the Coal Co. paying 
me at rate of 10%, a-few shares of the Old Colony Light and Power Associates, non- 
taxable in Massachusetts, preferred shares, 6%; a few shares of Kerr Lake Mining 
stock, a few shares of Stewart Mining, 100 shares of Iron Blossom Mining (costing 
me, commission and all, 99 cents per share; 50 shares of Silver King Coalition Mining. 
My Stewart Mining cost me at the high rate of $154. I had received some $5 in 
dividends before Stewart stopped paying. No financial digest that I have read, and 
I take several, has interested me as much as the Magazine of Wall Street, for its plain 
common horse sense. As I am a shut-in on Sunday and Saturday afternoon I have 
a good chance to read and study your magazine. neglected to say that I am the 
owner of some dozen shares of the Ludlow Manufacturing Associates stock. I bought 
6 shares at $250 per share at that time paying 4% on the investment or something in 
the nclatnnaedl of 10% on the par value. Then I had in three months’ time rights 
and with these and an investment of $120 more purchased 6 more shares. This stock 
pays 6% on 12 shares at 100 or 434% on the $1,620 paid. I am not a speculator and 
have read with interest “A Lamb There Was” in the magazine, and let me say right 
here it is the pithy sentences in your magazine that have prevented me from putting 
more than the $425 into mining shares. I am afraid that I have written a lengthy 
epistle to you, but such things as are sometimes worth quoting, and if you do so do 
not use my name. Good luck to the Magazine of Wall Street. 

Respectfully yours, 











How to Compute Bond Interest 
Net Yield on Bonds and How It Is Worked Out 





By JULIUS SOMAN 





T may be of interest to some of the 
readers of the MaGAzINE OF WALL 
Street who have a knowledge of 

elementary algebra and logarithms to 
know how to work out net yield on bonds. 
Bond yield tables are not always avail- 
able, but algebra is now taught in the 
grammar schools and a table of loga- 
rithms is usually found somewhere be- 
tween the covers of most any elementary 
algebra book. The calculation is really 
very simple. 

In the case of the Seaboard Air Line 
adjustment 5’s at 67 we have first the 
income on an investment of $670 of $50 
a year which gives: 50/670 = .0746 = 
7.46%. To calculate additional annual 
increment applied to $670 investment if 
bonds are redeemed for $1,000 at 
maturity (1949) substitute values in 
formulae. 

I(l+r)"=M 

Where r = increment, I = amount 
of investment, M = amount due at 
maturity and n = years to maturity. 

Then 670 (1 + r)** = 1000 

Solving for r 

log 670 + 33 by log (1 + r) = log 
1000 

2.82607 + 33 log (1 + r) = 3.00000 

33 log (1+ r) = 0.17393 

log (1 + r) = .005271 

therefore 1 + r = 1.0122 and r = 
.0122 which gives total yield of 

.0746 
+ .0122 


= .0868 = 8.68% 
In the case of a bond selling over par. 
the calculation is slightly different. Let 
us take as an example Louisville and 
Nashville General 6’s at 112 due in 1930. 
The cost of the investment is $1,120. 
Gross income per year is $60. This $60 
includes a part of the $120 loss in princi- 
pal when bond matures in 1930. In order 
to preserve our original investment, 
enough must be set aside from this $60 
to make up this difference at maturity. 
The balance after this deduction will be 
the net income on the investment. 


It might be well to call attention here 
to an important particular in which most 
bond yield tables fail. It is in the as- 
sumption as to the method of accumula- 
tion of this sinking fund for the restora- 
tion of the original investment. They 
either assume that it is reinvested at the 
same rate as the initial transaction or 
that the principal is being decreased at a 
uniform or varying rate as the case may 
be. The former is rarely if ever possible 
and almost never true. The most likely 
procedure would be the accumulation of 
a sinking fund, by the setting aside of a 
certain amount each year out of the gross 
income and depositing same in a bank 
where it draws compound interest until 
maturity. Although this complete trans- 
action may not be actually carried out, it 
may be performed theoretically by bal- 
ancing against it a certain portion of the 
investors savings bank account. 

The sum necessary to deposit each 
year at 34%% cdémpound ‘interest (any 
other rate may be substituted) to amount 
to $120 in 14 years is represented by x 
in the following equation (derived by the 
writer) : 


S=X (1+r)((+r)*—1) 





r 


Where S is the sum to be accumulated 
r is the rate of interest and ® the 
number of years to maturity. 

Substituting the known values in the 


equation 


120 = X (1.035) [(1.035)** — 1] 


035 
log. (1.035)** = 14 log. (1.035) = 
.20916 therefore (1.035) ** = 1.619. 
Solving for < 
(1.035) (.619) 


035 
120 = 18.32 < 
x = 655 
Therefore net income = $60 — $6.55 
= $53.45 and net yield = 53.45/1120. 
= .0477 = 4.77%. 
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Investment Offerings 





[Under this caption we will publish from time to time a list of what we regard as con- 


servative investment offerings by firms of unquestioned reliability. These securities will be 
of the type that should interest investors who regard safety of principal as the primary con- 


sideration in making their commitments.—Editor.] 





CITY OF MIAMI, FLA. 5% General Im- 
provement Bonds.—Exempt from Federal In- 
come Tax. Offered at price to yield 4.50% by 
Hornblower & Weeks, 42 Broadway. Maturi- 
ties 1932 to 1946. 


NORTHERN PACIFIC RAILWAY COM- 
PANY, Refunding and Improvement Mortgage 
4%s, Series “A.”—Due 2047. The Northern 
Pacific Railway Company has paid divi- 
dends on its capital stock since 1900 and 7% 
has been paid regularly since 1905. Legal in- 
vestment for Savings Banks in New York, New 
Jersey, Connecticut, Massachusetts, Rhode Is- 
land and other States. Offered at 9844 and in- 
terest, to yield about 4.55% by Knauth, Nachod 
and Kuhne, 120 Broadway, New York City. 


NEW YORK CITY.—New Loan of $50,000, 
4%4%; due 1966, offered by William R. Comp- 
ton Company, 14 Wall Street, New York City, 
at price to yield 4.01%. 


DEFIANCE GAS AND ELECTRIC CO., 5% 


Gold Bonds.—Due 1942, offered by Liggett, 
Hichborn & Co., 61 Broadway, New York 


City, at 94 and interest, subject to prior sale | 


and change in price. Yield is 5.45%. 


SEABOARD AIR LINE, First and Consoli- 
dated Mortgage Gold Bonds, Series A, 6%, 
dated September 1, 1915; due 1945.—These 
bonds are in denominations of $100, $500 and 
$1,000. The authorized issue is for $300,000,- 
000, presently to be oustanding $26,909,500. Re- 
deemable as a whole, or in lots of not less than 
$1,000,000 at 1074%4% and interest on any in- 
terest date, after sixty days’ notice. Applica- 
tion to list on N. Y. S. E. is to be made. These 
bonds are offered by H. M. Byllesby & Co., 
111 Broadway, New York City, and 208 South 
La Salle Street, Chicago, Ill. 


WESTERN PACIFIC RAILROAD CO. First 
Mortgage, 5% Gold Bonds, due 1946.—Op- 
tional at par and interest on sixty days’ notice 
on any interest payment date. Denominations 
are $100, $500 and $1,000. Offered by Hayden, 
Stone & Co., of New York, Boston, Portland, 
Me., and Springfield, Mass., at 90 and accrued 
interest, to yield 5.70%. 


CITY OF LOS ANGELES, $1,020,000 Water 
Works Bonds.—Denominations of $1,000, ma- 
turities from 1 to 20 years, interest 5%, semi- 
annual. Offered by the Council of the City. 


CITY OF TORONTO, CANADA, 41%4% Gold 
Bonds, issued by Toronto Harbor Commission- 
ers, due 1953.—Offered at 91% and interest, 
yielding over 5%, by Wood, Gundy & Co, 
14 Wall Street, New York. 


AMERICAN TELEPHONE AND TELE- 
GRAPH CO.—Has recently announced an issue 


of $80,000,000 5% bond i 
subscribed. © bonds, which have been over- 





BALTIMORE & OHIO RAILROAD COM- 
PANY, WEST VIRGINIA & PITTSBURGH 
RAILROAD COMPANY First Mortgage 4s.— 
Due 1990. These bonds, secured by an under- 
lying closed mortgage of only $3,882,000, are 
assumed by, and are a direct obligation of, the 
Baltimore & Ohio Railroad. Legal- investment 
for Savings Banks in New York, New Jersey, 
Massachusetts, Connecticut, Rhode Island and 
other States. Offered at 86% and interest, to 
yield about 458% by Knauth, Nachod and 
Kuhne, 120 Broadway, New York City. 

AMERICAN CITIES COMPANY, One-year 
6% Debenture Gold Notes.—Due July 1, 1917. 
Bonds of $85,000 issue offered by George H. 
Burr & Co., 14 Wall Street, New York City. 
Callable in whole, but not in part, at 100 and 
accrued interest on thirty days’ notice. The 
company controls the following proper- 
ties: Birmingham Railway, Light & Power 
Co., Houston Lighting & Power Co., Knoxville 
Railway & Light Co., Little Rock Railway & 
Electric Co., Memphis Street Railway Co., and 
New Orleans Railway & Light Co. Offered at 
par and interest. 

NEW YORK, NEW HAVEN & HARTFORD 
RAILROAD COMPANY Debenture Gold 4s.— 
Due 1922, offered at 94% and interest, to yield 
5.10% by Hambleton & Co., 43 Exchange Place, 
New York City. These bonds are followed by 
the company’s capital stock, having a present 
market value of over $92,000,000. 

WISCONSIN CENTRAL RAILWAY COM- 
PANY First and Refunding 4s.—Due 1959, of- 
fered at 80 and interest, to net 5.15% by Ham- 
bleton & Co., 43 Exchange Place, New York 
City. The Wisconsin Central Railway is con- 
trolled through ownership of stock by the 
Minneapolis, St. Paul & Sault Ste. Marie Rail- 
way Company, which guarantees the interest 
on these bonds and which is controlled through 
stock ownership by the Canadian Pacific Rail- 
way. The earnings of the Wisconsin Central 
applicable to interest are over 1% times the 
interest charges. 

MONONGAHELA VALLEY TRACTION 
COMPANY, First and Refunding Gold 5s.— 
Due June 1, 1942, offered at 94% and interest, 
to yield 533%, by Hambleton & Co. 43 Ex- 
change Place, New York City. Earnings are 
2 1-3 times bond interest. Tax is refunded in 
Pennsylvania. 

ELK HORN COAL CORPORATION, Ten- 
year Sinking Fund 6% Convertible Mortgage 
Gold Notes—Due 1925, at 97% and interest, 
to yield 634% by Hambleton & Co. 43 Ex- 
change Place New York City. These bonds are 
secured by a mortgage on over 200,000 acres 
of coal lands in Kentucky and development, 
appraised at over $18,000,000, subject to $4,445,- 
000 underlying bonds, a major portion of which 
are secured by stock of the Consolidation Coal 
Company, having a value of $4,370,000. 
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Bond Inquiries 





Chesapeake & Ohio Conv. 5’s 


S. B. W., New Castle, Pa—Chesapeake & 
Ohio Convertible 5s (96) are convertible into 
common stock at $75 a share. Of course this 
conversion privilege is not of value now but 
the prospect of its becoming valuable makes 
the bonds look attractive. e favor the pur- 
chase of the bonds in preference to the stock 
as you are assured of a return at this price 
of 5.3% on your investment and it is not 
probable that in the case of a serious break 
in the market the bonds would decline to any- 
thing like the extent of the stock. 


Canadian Municipals 


K. G. M., Garfield, Utah—Canadian Munici- 
pals generally, we regard highly and consider 
a most conservative and safe form of invest- 
ment. While there is not much difference as 
to the rating we should accord the issues you 
mention we are inclined to place the City of 
Toronto 5s before City of Ottawa 5s and City 
of Winnipeg 5s. We know of no Chicago, 
Milwaukee and St. Paul bond due 2002. Pos- 
sibly you have reference to the General and 
Refunding 4%s. These are gilt-edge. The 
maturity date is 2014. 


High Grade Bonds 


S. J., Mt. Vernon, N. Y.—The following 
of your securities we class as A 1, and con- 
sider them absolutely safe as to principal and 
interest: U. S. Steel Sinking Fund 5's; 
Brooklyn Rapid Transit 1918 5% Notes; De- 
troit United Railroad 4%4’s; New York Cen- 
tral 414’s; St. P. M. & M. Railroad 4%4’s; Chi- 
cago Union Station 4%4’s; Southern Pacific 
Refunding 4’s; Union Pacific Ist 4’s; Penn 
Railroad General 4%4’s. 


Central Indiana Gas 5’s 


H. H., Beloit, Wis.—Central Indiana Gas 
Co. Ist mortgage 5’s we regard as a good in- 
vestment, but of course the position of these 
bonds is apt to be affected by changes in the 
actual earning power of the properties. The 
principal, however, is perfectly safe, and the 
bond may be classed among the best of the 
second grade issues. In the course of a rea- 
sonable time it will probably reach a high 
investment plane, especially if the results of 
the company will prove as satisfactory in the 
future as they have in the recent past. 


Cosden Oil & Gas 6’s 


H. P. E., Brooklyn, N. Y.—Cosden Oil & 
Gas 6% Convertibles (104). There is a spe- 
cial situation in these securities which may 
make it advisable for you to hold them re- 
gardiess of general market conditions, par- 
ticularly as they would show you a consid- 
erable bee if sold now. We believe that the 
bonds are Eventually 
the convertible privi 


perfectly secure. 

et should make them 
worth a geod deal more money. Just at pres- 
ent situation in the Cosden stocks is quite 
favorble. 


Bond Book Value 


N. O. C., Pittsburgh, Pa.—Strictly speaking, 
a bond has no book value. It represents the 
indebtedness of a corporation and is simply 
secured by the assets. In the event of liqui- 
dation bondholders are entitled only to the 
face value of their bonds and interest. The 
amortized value of a bond is the security back 
of it represented by the net tangible assets 
of the company. The safety of principal of 
a bond is figured on the margin of such assets. 


Westinghouse Conv. 5’s 


M. B. A., New York City—Westinghouse 
Convertible 5’s should sell on a parity with 
the stock, as they are convertible into stock 
at par, $50; that is, you can exchange one 
$1,000 bond for $1,000 par value of stock 
or 20 shares. Most of the holders of these 
bonds have already converted them into 
stock, so that is the reason that you very 
seldom see them quoted. There are sc few 
outstanding that the market is practically 
dead. We recommend that you sell or con- 
vert them at once. They are callable on 
January 1, 1917 at 105. e really believe 
if you held them until then 105 is all you 
would get, as the company has announced 
its intention of calling in all its outstanding 
bonds on the date named. 


Chinese Ry. 5’s 


C. H. S., Atchison, Kan—There are several 
issues of Chinese Railway bonds and we are 
hardly in a position to express a definite 
opinion from your description unless we went 
into all these issues. We are going to ask 
you, however, te furnish us with a more spe- 
cific description as to the issue you have in 
mind. In a general way, we will say that 
Chinese Railway bonds can be purchased only 
through London; that is one thing against 
them. They must be left in London or else 
they cannot be resold until after the war. 


Alaska Gold 6’s 


T. C., New York City.—Alaska Gold Mines, 
10-year convertibles, 6% debentures, series 
“A” and series “B” (86) we regard as a rather 
attractive semi-speculative investment. While 
they are not secured by a mortgage on the 
property, the company agrees not to encumber 
or otherwise mortgage any of its assets while 
any of these debentures are outstanding. 
There are issued $1,494,800 of the series “A” 
and $1,486,100 of the series “B.” The property 
has a value away in excess of this total amount 
We should not be surprised if the conversion 
privilege became valuable within the next two 
or three years. The bonds are convertible at 
$30. The rise in value of these bonds should 
only come over an extended period and, while 
fairly certain, will mean the exercise of 
patience. 
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PUBLIC UTILITIES 








Consolidated Gas of Baltimore 


One of the Oldest Public Utilities in America—Its Begin- 
nings and Expansion—Earnings and Outlook for In- 
creased Common Dividend Rate— Position 

of Its Securities r 





By BARNARD POWERS 





ONSOLIDATED Gas, Electric 

Light & Power Co. of Baltimore 

has a long name, as befitting one of 
its long and honorable existence. It may 
well claim to be the dean of American 
light and power utility companies, for it 
is a direct descendant of a gas company 
which commenced operations four years 
after the outbreak of the war of 1812 
and when George Washington had been 
dead less than twenty years. This year 
marks the company’s centennial, for it is 
now one hundred years old. Unlike 
human beings, corporations improve with 
age if they are rightly conceived and 
rightly managed and Consolidated Gas 
of Baltimore on its hundredth anni- 
versary, finds itself in greater corporate 
vigor than it has enjoyed at any other 
time during its long existence. 


Some Early History 

The first city in the world to introduce 
gas lighting was London in 1807, and 
the first American city was Baltimore 
in 1816. Boston followed in 1821 and 
New York in 1823. There was, at first, 
a great prejudice against the introduc- 
tion of gas, or the so-called “burning 
air,” not only in Europe, but also in this 
country. Sir Walter Scott said of it, 
“there is a mad-man proposing to light 
London with smoke.” Lamp lighters in 
London at first refused, through fear, to 
light the new. gas lamps, but later hun- 
dreds of people followed the lamp light- 
ers to watch their operations. The peo- 
ple of Baltimore were also at first some- 
what skeptical of this new form of light- 
ing, as will be seen from the following 
extract from the “American and Com- 
mercial Advertiser” of Baltimore, De- 
cember 30, 1815: 
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“Gas Lights” 

“We learn by the late English papers 
that Covent Gardens Theater and a num- 
ber of the streets of London are illumi- 
nated by gas light. They are represented 
as being infinitely more brilliant, more 
inoxious, and vastly more economical 
than the common lamp light by oil. One 
gas burner is equal to twenty common 
street lamps, and the saving of expense 
in all cases is very considerable. A 
shop may be lighted by gas for only 2d. 


Cons. Gas, & Power of Balto. 


m 
[oon } wsialla lation in 
Meters in service in Thousands. 


1909 «= 1810 ou torz 213 «61984 «68S 61816 


per night. The largest room and even a 
whole street proportionately cheaper. 

“We have been induced to notice this 
improvement by the curious circumstance 
that it was first offered by the inventor 
to the people of Baltimore about eight 
or ten years ago (1805 or 1807), but the 
people of Baltimore then laughed at the 
idea. Now that it has been carried into 
effect in London, no doubt our citizens 
will look upon it ‘in another light.’ 
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“An American inventor, it would ap- 
pear, can have little credit in America 
until he receives the sanction of the peo- 
ple of London, and then he has a chance 
of becoming fashionable on this side of 
the Atlantic.” 


The Present Company 


Without going into a consideration of 
the various companies which were 
formed in the city of Baltimore for the 
same purposes as the original gas com- 
pany, it is sufficient to say that the pres- 
ent Consolidated Gas, Electric Light & 
Power Co. was incorporated in June, 


trols the entire power supply of the 
Pennsylvania concern for ten years with 
an option on an additional ten year 
period. During the last fiscal year the 
company obtained 92% of its power 
from the Pennsylvania Co. 

The business of the Consolidated Elec- 
tric Light & Power Co. is, as its name 
indicates, the distribution of gas, electric 
light and power in the city of Baltimore 
and vicinity. It is the owner of thirteen 
charters and franchise ordinances. Its 
electric properties include a large electric 
generating station on the Patapsco 





Westport Electric Generating Station of the Consolidated Gas, Electric Light and Power Co. 
of Baltimore. 


1906, with a perpetual charter, and as a 
consolidation of the Consolidated Gas 
Co. of Baltimore and the Consolidated 
Gas, Electric Light & Power Co. This 
amalgamation has acquired the stock of 
nine concerns, the oldest of which began 
operations in 1890. It also owns the 
capital stock of the Maryland Securities 
Co., which in turn owns the common 
stock of the Baltimore Electric Co., 
which is leased by the Consolidated Gas, 
Electric Light & Power Co. for a period 
of 999 years. Recently the stock of the 
Public Service Building Co. was ac- 
quired. In 1910 the company entered 
into a contract with the Pennsylvania 
Water & Power Co., by which it con- 


River which, with present equipment, has 
an aggregate capacity of 62,000 h. p. 
The Spring Gardens gas property is also 
situated on the same river, and has a 
total capacity of 18,000 cubic feet per 
day. The company has 754 miles of 
mains, ranging in size from 3 to 48 
inches, and is interested in various other 
enterprises closely connected with its 
own main business. 


Capitalization 
The capital stock consists of an au- 
thorized issue of $6,360,054 6% cumu- 
lative preferred, of which $4,103,754 is 


outstanding, and $30,000,000 authorized 
common, $149385,734 outstanding. Both 
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pars are $100. The total funded debt of 
the company is $29,809,000 split up into 
five separate issues. None of them ma- 
ture for many years to come. The pre- 
ferred stock is redeemable at 120 and 
is a first lien on all properties of the com- 
pany. In October last the company an- 
nounced a new issue of 5% five year con- 
vertible gold notes, the common stock- 
holders having the right to subscribe to 
60% of their holdings. Some time be- 
fore the company had announced the is- 
sue of $3,697,912 par value of common 
stock to which common stockholders 
were to be permitted to subscribe at par 
to the extent of 20% of their holdings, 
but this offering was withdrawn and the 
note offering substituted. In the same 
month it was announced that on April 2, 
1917, the right to redeem the preferred 
stock at 120 would be exercised and an 
offer was made to buy the preferred 
stock at any time after November 17, 
1916, at $120 and accrued interest. The 
following table gives the range of the 
preferred and common stocks on the 
saltimore Stock Exchange since 1905: 


Preferred Common 


Year High Low High Low 


120% 107 *125% 107 
106% 116 102% 
105 108% 102% 
101 120 101 
101 117 96 

89 95% 64 
80 65 46 
76 48 30 
65 34 20 
80 35 33% 
80 41% 35 


‘Comment sold at 130 Dec. TF on N. Y. Stock 
Exchange. 


Earnings and Dividends 


The table which accompanies this dis- 
cussion gives an adequate idea how 
earnings have run of late years. It 
shows that earnings on the preferred 
stock have been sufficient to cover the 
preferred dividends many times over 
and that the earnings on the common 
provide a very ample margin of safety 
over the present 7% rate. The regular 
6% preferred dividends have been paid 
without interruption since the formation 
of the present company. Common divi- 
dends at the rate of 4% per annum were 
inaugurated in 1910 and the following 


Table I—Consolidated Gas Electric Light and Power Company of Baltimore 
Comparative (Condensed) Income and Expense Statement for Fiscal Years Ending June 30, 1906, to June 30, 1915, Inclusive 


Per Cent. 


Increase 


1915 


:989,997.40 $4,199,503.42 $4,449,275.73 $4,699,097.71 $4,867,776.66 $5,465,287.18 $6,114,973.35 $6,400,896.11 $6,789,401.87 
- 2,149,088.37 2,299,761.23 2,279,577.58 2,265,533.99 2,455,440.26 2,642,887.40 2,963,180.55 3,333,821.39 3,576,583.14 


88.83 


. $3 


Total Gross Income... 


84.21 


Operating Expenses 
and Taxes . 








94.25 


-$1,840,909.03 $1,899,742.19 $2,169,698.15 $2,433,563.72 $2,412,336.40 $2,822,399.78 $3,151,792.80 $3,067,074.72 $3,212,818.73 


Net Earnings ......... 





132.80 


891,561.78 1,064,628.89 


810,672.61 
$660,381.96 $864,352.75 $607,823.56 $507,828.53 2,448.86 


$1,059,201.65 $1,034,932.75 $1,405,131.92 $1,675,025.36 $1,499,385.34 $1,572,457.42 229.50 
549,603.92 706,604.77 744,749.96 i "yok 


423,603.24 


423,603.24 
$133,221.53 $194,906.20 $362,930.98 $509,597.73 


Reserve for Depreciation, 


$618,509.44 $786,534.22 


$556,824.77 
423,603.24 


CR ee 
hes 0 a cieces 





$328,327.98 


455,526.64 460,000.00 460,000.00 460,000.00 


219,049.95 


257,596.37 
$252,001.36 $109,278.03 


> 1905. 


etc. 





$47,828.53 140.06 


$22,823.56 
per 1,000 cubic feet July 1, 1913. 


$204,855.32 $104,352.75 


Gas rate reduced 10 cents 


$133,221.53 $194,906.20 $362,930.98 


Bele OD. cn odecss ave 


Electric maximum rate reduced 1% cents per K.W.H. July 1, 1913. 


» 1910. 


000 cubic feet July 1 


per 1,000 cubic feet September 1 


Gas rate reduced 10 cents 
Gas rate reduced 10 cents per 1 
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year saw 434% paid. By 1912 the com- 
mon was on a 0, basis, in 1913 534% 
was paid and 64% in 1914. The pres- 
ent 7% rate has been paid during the 
last two years. 

On June 30 last the present company 
completed its first decade of corporate 
existence and reported earnings 320% 
in excess of those for 1906. During this 
ten years earnings increased from 
$447,229 to $2,003,635. In only two 
years during that time has the company 
failed to show a gain in net income. 


one of the most prominent cities of the 
South, where it has no competition to 
meet, the Consolidated Gas, Electric 
Light & Power Co. is in a particularly 
favorable position and there is no reason 
to believe that this corporation cannot 
maintain its past record of growth. The 
preferred stock is out of both investment 
and speculative class, since it now has a 
fixed value of $120, at which it is to be 
retired on or before April 2, 1917. 

The common stock appears to have in- 
vestment and speculative attractiveness. 








TABLE II 
CONSOLIDATED GAS, ELECTRIC LIGHT & POWER CO.S EARNINGS IN STOCK 
———— Preferred Stock Cc Stock > Prior Lien 
Paidon % Paid% Earned Paid % Paid Stock 
Pfd. on Pfd.on Com. on Com. onCom. Divs.Paid % Paid 
13.89 $885,578 7 - bee 
11.56 801,781 7 es 
11.43 581,236 
15.27 
13.12 
8.76 
10.09 
5.76 
2.34 
2.11 





6 
5% 
5 


6 
6 
6 
6 
6 
6 
6 
6 
6 
6 


* After allowance for 6% dividends on prior lien stock. 


* Prior lien stock retired in 1911. 








During the last six years there has been 
put back into the property in the form 
of amortization charges, depreciation 
and contingency reserves more than 
$3,000,000, or the equivalent of about 
75% of the par value of the preferred 
stock. 

At the present time earnings are the 
best in the company’s history. Since 
July 1, when the present fiscal year 
commenced, a gain of $191,541 in esti- 
mated annual revenue from new indus- 
trial power and fuel contracts, ‘is re- 
ported. The estimated annual increase 
from new business obtained in October 
totaled $67,725. Gross earnings for 
October totaled $716,850, a gain of 
$78,904 or 12% over that month in 1915, 
while the increase in gas output for the 
first nineteen days in November showed 
an average increase of 2,104,000 cubic 
feet per day, as contrasted with the same 
period a year previous. 

Outlook for Securities 
With perpetual franchises and serving 


Paying 7% per annum it yields 5.5% at 
126, which is a good yield for a public 
utility of such stability and earnings 
record. Consolidated Gas of New York 
pays the same rate and is selling around 
135, at which price it yields approxi- 
mately 5.1%. Consolidated Gas of Bal- 
timore has considerable speculative pros- 
pects in view of the fact that there is a 
likelihood, when the preferred stock has 
been retired next Spring, that the com- 
mon may come in for an increased divi- 
dend rate. Selling at 126 and yielding 
5.5% on a 7% dividend basis, the com 
mon stock of this company on an 8% 
dividend basis, to make the same yield, 
would have to sell at 144. 

The common stock is not expected to 
do anything spectacular in the way of 
market action, but with a continuation o! 
the company’s present prosperity should 
gradually work higher as the time for an 
increase in the common dividend to an 
8% rate draws near. 
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American Tel. & Tel.—Company is offer- 
ing new stock to shareholders for subscrip- 
tion at par, the amounts equal to 10% of 
holdings. 


Chicago Telephone.—Reports total oper- 
ating revenue of $1,654,157, an increase of 
$171,489. For nine months ended Septem- 
ber 30 report shows total operating revenue 
of $14,561,490, an increase of $1,585,243. 


Cities Service Co.—Now controls nearly 
90 operating companies, located in 22 States 
of the U. S. and Canada. Six years ago, at 
the organization of the company, there were 
three subsidiaries. On Oct. 1 the company 
owned $105,032,000 par value of stocks and 
bonds of subsidiary companies, against 
which the company will have outstanding, 
upon completion of present financing, $55,- 

_ preferred and $21,651,000 common 
stock. 


Connecticut Co.—September gross shows 
$847,872, against $754,082 for 1915. Three 
months’ gross $2,690,807, against $2,356,785 
for same period in 1915. 


Cons. Gas of Baltimore.—For four months 
ended Oct. 31 reported larger ratio of gain 
in new business than for fiscal year ended 
June 30. In the fiscal year the company 
closed industrial electric power contracts 


aggregating 34,662 horsepower and increased 


industrial gas consumption 36.5%. For four 
months of new fiscal year industrial electric 
power contracts closed totaling 11,250 horse- 
power, an increase of 37.5% over preceding 
year, and gain in industrial gas contracts 
of 90% over 1915. 


Consumers’ Gas of Toronto.—Annual re- 
port shows revenue of $3,637,805. Gas sales 
amounted to $2,487,673, residuals $851,119, 
merchandise sold, piping and burner rentals 
$253,326, and miscellaneous revenue totaled 

ahi Operating expense amounts to 


Cuban-American Tel. & Tel. — Granted 
charter, with capitalization of $2,500,000, at 
Dover, Del. 


Detroit United Ry. System.—Reports Sep- 
tember gross of $1,433,414, against $1,196,- 
491 in 1915, or an increase of $236,923. Sur- 
plus after charges amounts to $268,780, com- 
pared with $219,614 in 1915. Nine months’ 
surplus after charges is $2,122,139, against 
Lee’ in 1915 period, or an increase of 
725,162. 


Eastern Texas Electric Co.—Annual meet- 
ing of stockholders will be held Dec. 4; 
transfer books will be closed from Nov. 24 
to Dec. 4, inclusive. This is a subsidiary 
of Stone & Webster. 


Edison Electric Illuminating Co.—Stock- 
holders vote to authorize president to enter 
petition for authority for issue not exceed- 


Public Utilities Notes 


ing 22,528 additional shares, proceeds to pay 
for additions and extensions. 


Grand Rapids Ry. Co.—Declared regular 
quarterly dividend of 14% on the pre- 
ferred stock, payable Nov. 1 to stock of rec- 
ord Oct. 20. 


Havana Electric.— Reports September 
gross earnings of $507,562, an increase of 
$64,060 over 1915, which was $443,502; sur- 
plus after charges $201,587, against $161,344 
for 1915, an increase of $40,244. 


Interboro Rapid Transit.— Reports for 
nine months ended Sept. 30, gross amount- 
ing to $8,390,068, an increase of $916,272. 


International Traction of Buffalo.—Shows 
September gross of $673,781, and surplus of 
$173,185; an increase of $74,443 and $50,051 
respectively over 1915. 


Lake Shore Electric System. — Nine 
months ended with September show gross 
of $1,207,013, as compared with $1,032,334 
for 1915, an increase of $174,678; surplus 
after charges $126,578, against $36,358 for 
1915, an increase of $90,220. 


Michigan State Telephone.—Reports total 
operating revenue of $626,942, or an increase 
of $77,596, for September. 


Nevada-California Power Co.— Reports 
for nine months ending September a gross 
of $1,238,982, against $1,228,323 in 1915; an 
increase of $10,659; net after taxes $661,859, 
against $686,677 in 1915, or a decrease of 
$24,818. 


New Bedford Gas & Edison.—Issue of 
3,180 shares, $100 par, is authorized, to can- 
cel obligations incurred in construction. 


New York Edison Co.—Reduction will 
be made in the maximum rate for electric 
current, from 8 cents per kilowatt-hour to 
7% cents, on Jan. 1 next, to be followed on 
July 1, 1917, by further reduction to 7 cents. 


Northern Ohio Traction.—For the nine 
months ended Sept. 30 showed gross in- 
crease of $951,384, net $401,782, surplus 
$420,091 and balance for common stock 
$366,324 over the corresponding nine 
months of preceding year. 


Ohio Cities Gas Co.— Declared regular 
quarterly dividend of 62%4 cents a share on 
its common stock, and an extra dividend of 
5% in common on the common stock, both 
payable Dec. 1 to stock of record Nov. 15. 

Oklahoma Natural Gas.—Has let contract 
for construction of 12-inch main from the 
natural gas fields to El Reno and Oklahoma 
City, supplementing the present two 10-inch 
mains. 

Philadelphia Rapid Transit.—Net earnings 
for October were approximately $270,000; 
net earnings for three months of the fiscal 
year were approximately $490,000. 
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Public Utilities Inquiries 





Cities Service, Pfd. 


C. J. E., Utica, N. ¥.—Cities Service may 
be regarded, we believe, as a conserv- 
ative investment. The poor record of this 
company during the depression of 1914, 
militates against the stock’s being regarded 
as a seasoned issue, but of course you must 
take into consideration that the company 
has been enormously strengthened and there 
does not now seem to be any reason to ap- 
prehend that the equities and dividends for 
this stock are not entirely safe. 


Am. Water Works & Electric 


B. S. H., Greeneville, Pa——American Water 
Works & Electric Co., is, of course, in a posi- 
tion by itself and it is unlikely that this stock 
will be influenced, to any material extent, by 
conditions arising in the active stock list. You 
seem to have sized the situation up correctly 
as to the possibilities that the improvement in 
the position of your stock will be slow, but it 
is probably better for you to hold on now than 
to run the risk of investing your principal in 
speculative stocks on margin. If the bull 
movement in this market has culminated, as 
now appears, there may be a more or less ex- 
tended decline. How far this will go no one 
can tell, but it. may not end until stocks are 
In bear markets 


on a reasonably low basis. 
prices are usually carried unduly low just as 
they are carried unduly high in bull markets 
and if you will simply abide your time we be- 
lieve you will have an opporunity to pick up 
a real bargain in something that you can 
safely carry. 


United Gas & Improvement 


P. E., Madison, N. J—United Gas & Im- 
provement has already advanced sharplv on 
the prospect of a melon distribution. This 
is expected to take the form of a stock 
allotment. The company is capitalized for 
$55,500,000, the par value of its shares being 
$50. Dividends are now paid at the rate 
of 8% per annum, which is equal to $4 a 
share. On its present price, the yield at 
that rate is about 4.4%. The surplus of the 
company exceeds $32,500,000. This and the 
fact that the company has shown its ability 
to consistently earn a large margin over the 
8% dividend, makes it plain that an increase 
in capital would be justified. For the nine 
months ended September 30, 1916, a very 
excellent increase in business was shown 
over the previous year. United Gas “& 
Improvement stock is entitled to high stand- 
ing 3s an investment issue. We believe that 
in time its market value will be consider- 
ably above the present price. We are not 
so sure, however, that a further advance of 
importance is imminent because we under- 
stand that any favorable action which may 
be taken on a stock allotment, will be 


deferred until the beginning of the year at 
least. 


Pacific Gas & Electric 


R. W. A., St. Paul, Minn.—Pacific Gas & 
Electric common we regard as a conserva- 
tive common stock investment. The com- 
pany is expanding all the ‘time and it now 
seems to be established in a position where 
the dividend of 5% per annum on the com- 
mon stock seems fairly secured and larger 
returns are promised for the future. The 
stock has been held down somewhat lately 
by the falling off in net earnings, but this 
falling off has been due to the loss of Expo- 
sition business, and with this taken into con- 
sideration, the current showing compares 
favorably with last year. 


West Penn. Traction 


C. J. G., Louisville, Ky.—Reports on this 
company would indicate that the present or- 
ganization is conducting the affairs of the 
company in an efficient manner and that 
the value of the stocks will increase in the 
course of the next few years. 

Your letter would indicate that you hold 
the above securities, although it might also 
be interpreted to mean the subsidiary Trac- 
tion and Preferred of the Water Power 
Co. If we have read your query wrong, 
kindly write us, giving the exact title of 
the company, as there are several com- 
panies with similar titles, and it is difficult 
to be accurate without having the right 
name. 


United Ry & Investment Pfd. 


L. V., Philadelphia, Pa—United Railways 
& Investment Pfd. is strictly a holding 
corporation, controlling through stock own- 
ership the United Railroads of San Fran- 
cisco and the Philadelphia Company, oper- 
ating public utility properties in the Pitts- 
burgh district. The United Railroads of 
San Francisco has arranged a plan for the 
re-adjustment of its finances and while this 
plan has not yet been approved by the Cali- 
fornia Railroad Commission, it is thought 
it will meet with such approval and the put- 
ting of it into operation should have a bull- 
ish effect on the investment company’s 
stock. 


Northern Ohio Electric Co. 


R. E. W., New York City—The North- 
ern Ohio Traction & Light Co. which this 
newly-organized company controls, shows a 
51% increase in earnings in October. The 
October earnings were at the rate of about 
18% on the preferred stock of the Northern 
Ohio Electric Co. and after allowing for 6% 
preferred dividends, there was a balance of 
about $9.25 a share on the common stock of 
the holding company. 
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Mining Digest 





Ahmeek.—Estimated profits for 1916, 
based on a production of 24,500,000 pounds 
of copper at an average cost of 10%c. and 
selling price of 243%c., are equal to $17.50 a 
share on its 200,000 shares. Of this amount 
$12.50 will have been paid in dividends. 


Alaska Gold.—Percentage of extraction is 
reported at around 82%. 


Allouez.—Declared a quarterly dividend of 
$3 a share, payable Jan. 3, 1917, to stock of 
record Dec. 13, 1916. Previous dividend was 
$2.50. Total dividends declared during 1916, 
including present declaration, amount to 


Anaconda—Two days’ loss of time re- 
sulting from severe weather, it is estimated, 
reduced November’s output by 1,500,000 
pounds of copper. 


Arizona Commercial. — President Smith 
says Arizona Commercial is shipping 150 
tons ore per day, and can net $60,000 net a 
month on 30c. copper. Also reports $450,- 
000 cash on hand after paying 50c. dividend 
Oct. 31. : 


Braden Copper Co.—Produced during Oc- 
tober 4,048,000 Ibs. of copper compared with 
2,970,000 Ibs. in September and 3,726,000 Ibs. 
in October, 1915. 

Calumet & Arizona—Declared quarterly 
dividend of $2 a share and an extra of $1, 
payable Dec. 20 to stock of record Dec. 6. 
Total dividends paid during 1916, including 
present payment, amounts to $9, compared 
with $3.25 in 1915. 

Calumet & Hecla—Declared a quarterly 
dividend of $25 a share, payable Dec. 20 to 
stock of record Dec. 2. Previous payment 
was $20 in September. Total dividends for 
1916, including present declaration, amount 
to $75, compared with $50 in 1915. 

Cop Range.—Declared regular quar- 
terly dividend of $1.50 and $1 extra, and a 
special dividend of $1, payable Dec. 15 to 
stock of record Nov. 25. Two previous divi- 
dends were 330 and $1 extra, while nine 
months ago $1.50 was declared. 

Federal eo & Smel Co.—Declared 
a quarterly dividend of 14% on preferred 
stock, payable Dec. 15 to stock of record 
Nov. 2) Previous dividend was 1%. 

Granby Consolidated.—It is estimated that 
about 75% of total production is now com- 
ing from the Anyox property, where pro- 
ducing costs are only 8c to 8%c., and only 
25% of output is coming from the old Gran- 
by property where costs are over 12c. a 
pound. The new property is expected to 
eventually produce 50,000, pounds of cop- 
per per annum at cost of 8c. 

Hollinger Consolidated Gold Mines.—De- 


clared regular four-weekly dividend of 1%, 
payable Dec. 1 to stock of record Nov. 24. 


Inspiration Consolidated Copper.—Profits 
for 1916 are estimated at about $20,000,000, 
and cash surplus on hand at end of year is 
estimated at $15,000,000. Two new sections 
of the concentrator are expected to be ready 
for operation by January, which will add 
facilities for handling almost 3,000 tons more 
ore daily. Production will then be close to 
150,000, Ibs. copper a year. 


Isle Royale.—Is expected to earn between 
$1,500,000 and $1,600,000 for current year, or 
somewhat better than $10 per share on 150; 
000 shares, of which $5 per share will have 
been paid in dividends. 


Kennecott Copper.—As holder of over 
404,000 shares of Utah Copper, or 25%, will 
be the largest participant in expected in- 
creased dividends, and because of this larger 
dividends are also expected on Kennecott 
shares. 

Magnate Copper Co.—Has been incor- 
porated with capital stock of $5,000,000. 


Magma Copper Co.—Output of Magma 
will have been doubled by close of current 
month. Company has heretofore been produc- 
ing at rate of between 6,000,000 and 8,000,000 
pounds annually. Net profits on that amount 
of copper have been running at rate of more 
than $5 a share annually. 


Miami Copper.—Established a new high 
production record of 4,859,443 pounds in Oc- 
tober. This was an increase of 478,076 
pounds over September’s output of 4,381,367 
pounds and an increase of 160,648 pounds over 
August production of 4,698,795 pounds, the 
previous high record. It is estimated than 
1917 production thus far disposed of has been 
sold at an average of 29c. a pound. Divi- 
dends for current year amount to $5.75 a 
ane, against $2.25 last year, and $1.50 in 


Mohawk Mining Co—Will have earned 
about $22 per share from 1916 operations. 
It has disbursed this year $1,700,000 in divi- 
dends and will carry forward into the new 
year approximately $500,000 to surplus ac- 
count. This company makes semi-annual 
distributions, the last payment having been 
a share in July, against $7 last Feb- 


an eveda Consolidated Copper.—Is_ex- 
c © earn this year approximately $15,- 
400,000 or $7.70 a share. . et su = ow 
assets July 1 were around $9,500,000, and net 
earnings in the last half of this year are 
expected to bring this up to about $14,000,- 

, after paying dividends at current rate 
of 50c. regular and . extra. 
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In discussing Nevada Consolidated in the 
article “Amortizing Copper Investments,” 
which appeared in our last issue, Nevada's 
surplus was figured incorrectly. The com- 
pany had a surplus as of December 31, 1915, 
of $7,000,000, in round figures, this being the 
amount realized from capital stock and se- 
curities sold in excess of par value or cost, 
less extra dividends paid, and an earned sur- 
plus of $5,200,000, making a total surplus of 
approximately $12,000,000 or about $6 per 
share on the outstanding stock. 


North Butte——Has closed contract with 
Anaconda Copper whereby it will ship daily 
to the Great Falls zinc plant from 150 to 
300 tons of zinc ore. Several cars, shipped 
as a test, are reported to have shown an 
average of 70% zinc. 


Old Dominion.—October production of 
nearly 3,000,000 pounds of copper was larg- 
est ever made. 


Osceola.—Cost of production during cur- 
rent year is estimated at 11%c. per pound, 
as compared with 10c.-in 1915, and the out- 
put is estimated at around 19,500,000 pounds, 
the same as last year. 


Quincy Mining Co.—At end of year will 
have distributed during 1916 a total of $16 
per share in dividends, requiring disburse- 
ment of $1,760,000. Previous high record 
was in 1906 when $12.50 per share was dis- 
tributed. 


Tonopah Belmont.—Net earnings for the 
month of October amounted to $90,872, as 
compared with $93,036 in September and 
$65,069 in October, 1915. 


United Copper Mining Co.—After a sus- 
pension of four years has resumed divi- 
dends. Declared dividend of 1%, payable 
Dec. 15 to stock of record Dec. 1. 


Utah Apex.—Stockholders authorized re- 
duction of company’s share capitalization 
from 600,000 shares, par value $5, to 120,000 
shares of $25 par value. 


Utah Metal & Tunnel Co.—Has sold its 
ee ahead for the second quarter of 
1917, 

United Verde Extension.—Directors have 


declared regular quarterly dividend of 50c. 
per share. It calls for disbursement of 


$525,000 








Mining 


Inquiries 





Greene Cananea 


W. S. M., Somerville, Mass.—A high price 
for this stock would seem to be justified by 
the earnings of the company. It is held back, 
however, largely on account of the fact that 
the mine is situated in Mexico. The property 
is near the border, and could be protected in 
case of war. We do not consider it ad- 
visable to hold this stock for an investment. 
Practically all the copper stocks are selling 
on the basis of abnormal and temporary pros- 
perity and while speculative enthusiasm may 
carry prices higher, we believe it risky to 
follow an advance. The time to buy such 
stocks for investment, of course, is when 
copper metal prices are low. 


Ontario Silver 


H. W. N., Clifton Springs, N. Y.—Ontario 
Silver is capitalized for 150,000 shares all out- 
standing, par value $100. This company owns 
800 acres in the Park City Mining District, 
Utah. The property produced $50,000,000 in 
bullion between 1876 and 1893. From 1893 
until this year the property was operated in- 
termittently, but it was opened fully early this 
year, and shipments started on the basis of 
400 tons weekly. While Ontario Silver must 
be regarded as a liquidating proposition as it 
has reached the stage where the ore reserves 
are nearing exhaustion, the company can profit- 
ably operate on present silver prices, and we 
believe there is a_podssibility that the stock 
will sell higher. The general opinion is that 
silver prices will remain high for several years 


at least following the war. The stock sold at 
a high price of 11% on January 7 of this year, 
and its low price of this year’ was 5% on 
November 4. 


Ray Consolidated 


J. J.. New York City—Ray Consolidated 
cannot be regarded as an attractive specula- 
tive investment at its present price, in our 
opinion. On the basis of average copper 
prices and average earnings, Ray’s present 
price more than discounts its value as an in- 
vestment. This is shown in an article appear- 
ing in our last issue, page 269, in which the 
amortization value of Ray is figured out. We 
also refer you to an article on Ray iri the pre- 
ceding issue, November 11, which gives a very 
authoritative summary of the company’s busi- 
ness and prospects. 

Ray is backed by the Hayden-Stone inter- 
ests. Sherwood Aldrich is president; D. C. 
Jackling, vice-president and managing direc- 
tor; Charles Hayden, vice-president, and E. 
P. Shove, secretary and treasurer. The above 
are also directors. 

It is of course a theoretical proposition in 
figuring out the value of a copper mine. The 
best method probably is to take the amount of 
developed ore reserves, which in the case of 
Ray is 72,000,000 tons (round figures), multi- 
ply this by the average recovery of copper per 
ton, which for Ray is about 21 pounds. You 
may then estimate the value of the mine on 
the basis of various prices for copper metal. 
The par value of Ray is $10 per share. Its 
last reported surplus was $7,886,539, equivalent 
to about $5 a share. 
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Butte & Superior 


R. M. E., Fort Madison, Ia—Would sug- 
gest that you hold this stock with the ex- 
pectation of getting out to better advantage, 
since you would have to take a large loss if 
you sold it now. Conditions in the spelter 
market indicate the — may go higher and 
a strong spelter market will, of course, mean 
continued large earnings for Butte & Superior. 
The stock suffered a heavy decline, largely 
because of the decline in spelter. Earnings 
of the company are estimated to be running 
at the rate of about $50 to $60 a share, 
against $33.50 a share, as shown for 1915. 


Boston & Montana 


R. A., Elmhurst, L. I1—We know of no 
official estimates as high as $1.40 a share 
earnings for this stock. The president of the 
company issued a statement on October 25 
which estimated that the new plant with 500 
tons capacity would make a profit of $2,850,775 
per annum. That estimate of course was 
based on the current market prices for cop- 
per. The outstanding stock is 2,305,000 shares, 
so that such an estimate would not mean as 
much as $1.40 a share. We regard this stock 
as very speculative, although it is not with- 
out possibilities. You must bear in mind that 
by the time this company is in shape to mill 

tones of ore a day, there may be a change 
in market conditions generally and prices for 
copper metal may be considerably lower. 
There is therefore no certainty whatever that 
such a large rate of earnings will be main- 
tained if they are even reached. 


Tonopah Belmont 


R. I. H., Germantown, Philadelphia, Pa.— 
Tonopah Belmont. Earnings of this com- 
pany are running considerably in excess of 
dividend requirements and we believe it quite 
likely that the dividend may be increased in 
the near future. 

The silver metal marker appears to be in a 
strong position and prices may be expected 
to go still higher. 

e therefore believe that this stock offers 
fair speculative possibilities. The report for 
the quarter ended August 31, showing com- 
bined statement of operations of this company 
and the Belmont Milling Co. gives gross of 
$634,923, and net including other income of 
$314,412. The available resources August 31, 
1916, were $1,388,134. 


Nevada Consolidated 


M. F. M., Louisville, Ky.—Generally speak- 
ing, we do not consider any of the copper 
stocks good investments at this time. An 
excellent rule to follow is to sell copper stocks 
when copper metal prices are high. The 
time to buy them for investment, of course, 
is when copper metal prices are low. These 
issues are now selling on the basis of ab- 
normal and temporary earnings and while 
speculative enthusiasm may carry prices 


higher, we believe in the next period of de- 
pression much lower prices than current will 
be seen. This company has about 2,000,000 
shares outstanding, par value $5, of which 
the Utah Copper Co. owns a majority. The 
present dividend rate is 50 cents regular and 
50 cents extra quarterly at the rate of $4 per 
annum. Net earnings for the first six months 
of this year were equal to about $3.80 a share, 
which is at the annual rate of $7.64 a share. 
Current earnings are probably running at a 
slightly higher rate. The company is spending 
about $500,000 to increase its mill capacity. 


United Zinc 

D. L. E., Chicago Ill—United Zine. This 
company absorbed Kenefick Zinc, whose prop- 
erties it is now operating. An acid plant and 
smelters are being erected, we understand, 
and it is expected that large profits will be 
derived from the same and that costs will be 
scaled down. There seems to be small pros- 
pect of early dividends. We regard the stock 
as speculative. While it is stated that the 
company’s cost of production will be as low as 
any company in the country, we are not in a 
position to express a definite opinion on this 
ourselves. The proposition is new and there 
is no record to go by. 


Federal Mining & Smelting, Pfd. 


S. E. A., Huntington, L. lL—Federal Mining 
& Smelting Preferred. The recent advance 
in this issue was due to the raising of the 
dividends from a 4% annual rate to a 5% an- 
nual rate. The company’s earnings are way 
above normal because of the unprecedented 
condition of prosperity in the spelter indus- 
try. The conditions now existing are tem- 
porary only and are dependent entirely upon 
the continuation of the war. Moreover, Fed- 
eral Mining and Smelting must be regarded 
as a liquidating proposition as practically the 
best of its mines are nearing the exhaustion 
state and the only hope for stockholders is 
that new properties can be developed. Ex- 
perts do not believe that the possibilities favor 
the uncovering of any large additional ore 
bodies. Under the circumstances we believe 
the present market offers you a decidedly 
advantageous opportunity to get out of your 
stocks, and we suggest that you do so in 
order to avoid the risk of carrying it through 
another period of depression. 


Cresson Consolidated 


B. C., Philadelphia, Pa—Cresson Consoli- 
dated’s properties are located on Bull Hill, 
Cripple Creek, Colo. A phenomenal strike 
was made in 1914 on the 12,000 foot level 
During 1915 several rich shipments were made. 
Dividends are paid at the rate of 10c. monthly. 
Dividends paid to date amount to $3,794,162 
New development work is said to be proving 
up P ay new ore. The company has 
$1,220,000 capital outstanding, par value $1. 











Oil Notes 





Atlantic Refining. —Directors are expected 
to again consider the matter of increasing 
the capital stock of the company from 
$5,000,000 to $20,000,000, making allotment 
of new stock to stockholders, at their Janu- 
ary meeting. 


Cosden Oil & Gas—Declared regular 
quarterly dividend of 134% on the preferred 
stock, payable Dec. 1 to stock of record 
Nov. 22, and the regular quarterly dividend 
of 2%% and an extra 1% on the common, 
payable Dec. 20 to stock of record Dec. 11. 


Galena Signal Oil—Declared regular divi- 
dend of 2% on the preferred stock and 3% 
on the common, payable Dec. 30 to stock of 
record Nov. 29. 


Ohio Cities Gas Co.—Has completed plans 
for building of an oil refinery on Cabin 
Creek in West Virginia, to cost in the neigh- 
borhood of $1,000,000. It is reported that 
work will be started by first of the year, 
and plant is to have a capacity of 4,000 
barrels of crude oil a day. 


Ohio Oil—Has purchased a half interest 
in a 360-acre oil land lease in the Big Muddy 
fields. Consideration is said to be in excess 
of $100,000. Ohio Oil Co. has declared reg- 
ular quarterly dividend of $1.25 and an ex- 
tra dividend of $3.72 a share, payable Dec. 
20 to stock of record Nov. 25. Books closed 
Nov. 27; reopen Dec. 14. 


Oklahoma Producing & Ref. Co.—Presi- 
dent John M. Crawford recently announced 
that his company had purchased 1,280 acres 
land in the Osage Nation from the Whiting 
Oil Co. for $250,000 and 1,280 acres in 
Mound Valley, Kan., for $150,000. 


Sinclair Oil & Ref. Corp.—It was recently 
stated that work was proceeding satisfac- 
torily on the new 800-mile pipe line, run- 


ning from Cushing, Okla., by way of Fort 
Madison, Iowa, to Hast Chicago, Ind., where 
the latest addition to the company’s re- 
fineries is now in course of construction 
and from which large returns are expected. 
All plants are reported running full capacity. 


Standard Oil.—It is stated that cash and 
stock dividends a by Standard Oil com- 
panies during 1916 will amount to $128,909,- 

This is the largest distribution since 
the dissolution of the parent New Jersey 
company in 1911. 


South Penn Oil Co.—Declarea vequler 
dividend of $5 and an extra of $6. 


Standard Oil Co. of Kentucky.—It is re- 
ported having bought 31% acres adjoining 
its holding of more than 100 acres on river 
front in Louisville, and is understood to be 
contemplating adding a refinery to present 
equipment at cost of $1,000, 


Standard Oil of Ohio.—Declared ge 
dividend of $3 and an extra of $1, bot 
payable Jan. 1. Books close from Dec. 1 
to Dec. 21, inclusive. Previous dividend was 
$3.75, declared on Aug. 1 


Texas Co.—Declared regular quarterly 
dividend of 21%4%, payable 4 1. At the 
annual meeting of stockholders, the retiring 
board of directors were re-elected, and a 
ey assed increasing capital stock 
from 000 to $55,000,000, the addi- 
tional yi to be sold to stockholders at 
par and paid for on Jan. 5 and April 5. 


Vacuum Oil Co.—Part of the company’s 
new $2,000,000 refinery at Paulsboro, N. J., 
on the Delaware River, is in operation. This 
refinery when entirely completed will have 
a capacity of 15,000 barrels a day. In 1915 
the company earned $45.60 a share on its 
$15,000,000 capital stock. 








Oil Inquiries 





Pan-American Petroleum 


E. W. A., Hoboken, N. J—This company 
has an authorized capital as follows: 7% 
cumulative convertible preferred stock, par 
$100, authorized $25,000,000, issued $10,000,000. 
Common stock, par value $50, authorized $125,- 
000,000, issued $30,494,750. Through the issue 
of the foregoing stock this company acquired 
$7, 500,000 Mexican Petroleum stock, or 

44.63% of the total outstanding; $9,085,000 
Mexican Petroleum preferred, or 75. 
$505,000 Caloric Co. common stock, or 58.60% : 
$2,900,000 Petroleum Transport, or 96.66% : 
$2,623,000 Caloric preferred, or 65.57%; $10,- 
000 Buena Ve Petroleum Co., or 100%. 
American Petroleum preferred, is too new fm 
to admit of an investment rating being given 
to it. We consider the stock very speculative, 
however, and call your attention to the fact 


that its largest holdings consist of Mexican 
Petroleum stock. The preferred stock of the 
Mexican Petroleum Co. must be considered 
speculative, as the probability of the divi- 
dend being permanent is more or less in doubt, 
and the common stock of this company, of 
course, has excellent Prospective value, but it 
pays no dividends, and the inauguration of 
dividends is not an early possibility in our 
opinion, and there is a considerable risk, we 
believe, in buying a stock of this kind. The 
Mexican Petroleum Company’s immediate fu- 
ture depends largely on the turn of political 
affairs in Mexico, and this is certainly an in- 
determinate factor. 


Mexican Petroleum 


M. F., Baltimore, Md.—Mexican Petroleum, 
we believe, is selling quite high enough at pres- 
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ent, although taking a long range view the 
great potential value of its properties should 
justify a much higher market price for the 
stock. In view of the uncertainties in the 
Mexican situation, the fact that Mexican 
Petroleum is not paying dividends and will 
probably not pay dividends for some time yet 
and the further fact that the stock is subject 
to manipulation, it may be materially affected 
should there be a break or extended reaction 
in the market. As a whole, we think the 
chances favor its selling lower in the near 
future. . 


Standard Oil of Indiana 

N. W. H., Providence, R. I.—It is a very 
difficult matter to get an accurate line on cur- 
rent earnings of any of the Standard Oil Com- 
panies. The information which comes from 
official quarters is practically nil. Popularly 
circulated estimates are that the company is 
earning at least 200% of its $30,000,000. We 
should hesitate to suggest this- stock as a 
speculative investment after it has had such 
an extended rise, although we have great faith 
in its going to a much higher level eventually. 


Ohio Oil 
G. S. C., Lakewood, Ohio—Ohio Oil we 
regard as one of the best of the Standard Oil 
producing companies. Its earnings are esti- 
mated to be running at the rate of about 


200%. The company has a surplus probably 
equal to over 500% of the par value of its 


outstanding capital stock. In view of the 
enormous earning power and large surplus, 
it is very probable that the capital will be in- 
creased some time in the future, and that the 
shareholders will receive a handsome stock 
dividend. At its current quotation the stock 
shows a large yield, even on the present divi- 
dend basis of $6 quarterly. The price has re- 
acted from about 400 a share and does not 
now seem unreasonably high. 


Washington Oil 

B. E., Harrison, N. J—The reason for this 
stock not improving with the other oil stocks 
is that the company is operating in an old 
layed out field, and production is declining. 
he possibilities of increasing production are 
very small, so that the stock must be regarded 
as a liquidating proposition. We believe it 
would be to your advantage to exchange this 
stock for Pure Oil stock, but we also believe 
that you might re-invest in a more attractive 
issue even than Pure Oil; for example, Cosden 
& Co., or Cosden Oil & Gas, or Oklahoma Pro- 
ducing & Refining. These companies are all 
growing, and the prices of their stocks are 
reflected in improvement in the oil situation, 
we believe, to a larger extent than Pure Oil. 


Pure Oil 
C. P. E., Cleveland, Ohio—Pure Oil, we 
believe, has fair possibilities as a speculation. 
The stock, however, has recently had a good 
advance and may be due for a reaction. This 


company has $4,535,245 common stock and 
$180,000 preferred stock outstanding, par value 
$5 a share. Dividends are being paid at the 
rate of 24% per annum regularly, with fre- 
quent extras. The company is profiting 
largely through the operations of its sub- 
sidiary, the Quaker Oil Co., which owns quite 
valuable properties in Oklahoma. For a full 
story of Pure Oil we refer you to our issue 
of the MaGazine dated March 18, which we 
have on file, and which we shall be glad to 
send you if you desire it, upon receipt of your 
remittance of 25 cents. 


Standard of N. Y. 

G. F. B., Hyannis, Mass.—Standard Oil of 
New York, we note, has already advanced con- 
siderably above the price you paid for it. We 
aare inclined to believe that this company 
should benefit by peace, as it is equipped with 
a large fleet of vessels, and is one of the 
largest exporting companies in the Standard 
Oil group. The company’s business with 
China has been curtailed by the war. 


Oklahoma Producing 


S. W., Newport, N. J—Oklahoma Producing 
& Refining we regard as one of the most 
substantial of the independent Oklahoma oil 
companies. It has recently acquired control 
of the Muskogee Refining Co., and now has 
the assurance of an outlet for its production. 
Its properties are located in the Boynton field 
of Oklalfoma and the Augusta, Kansas, field, 
from which the oil produced is very high grade 
and in great demand. The company is now 
earning at the rate of about $3.50 to $4.00 a 
share per annum. In view of the strong 
condition of the oil industry in general we 
regard the stock as having attractive possi- 
bilities, but we do not suggest your purchas- 
ing it with the idea that it is going to have 
an immediate advance. 


Cosden Oil & Gas 

_P. D. J., Vandergrift, Pa—Cosden Oil & 
Gas is paying dividends at the regular rate 
of 10% per annum. An extra dividend of 
1% was declared payable December 20, on 
the par value of $5 a share. The preferred 
has paid the regular dividends of 7% per 
annum since organization on the par of $5. 
This company is backed by good people, 
and it owns very valuable producing prop- 
erties in the Oklahoma fields from which 
the daily output of oil is now running at the 
rate of about 20,000 barrels. This output 
is considerably under the potential produc- 
ing capacity of the property. The com- 
pany is closely allied with Cosden & Co.. 
through which it markets the largest part 
of its roduction. It is expected that 
eventually it will be taken over by the latter 
company, as the same interests are in con- 
trol of both. In view of the strong oil 
situation generally, and the outlook for stil! 
higher prices, we believe this stock should 
advance further. 
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New Steel Securities 


Speculative Possibilities in the “New Steels” 





By EDWARD R. DOYLE 








HOSE who think that steel specu- 
lation has run its course now 
that United States Steel has 

touched 129 and Bethlehem Steel has 
sold at 700 are probably overlooking 
the speculative possibilities of the 
“New Steels” Gulf States Steel, Nova 
Scotia, Inland, Carwen, and Carbon 
are now at high figures—and their 
range possibilities up or down tempt 
the short haul operator who looks to 
points and not to dividends. 

Whatever the intrinsic value of the 
“New Steels” may be, they are now 
on a war footing and pre-bellum earn- 
ings are simply past history. A whis- 
pered “war order” may not produce 
the 20 point jump which it did in 1915 
but possible melons and extras may 
send these stocks into such a boom 
as was recently seen in the Coppers. 
Once one of the steels declares a 10 
per cent. extra on the common, the 
news writers will feature it, the in- 
siders will shout and the outsiders will 
rush in—and a boom in steels might 
ensue, which will outdo some of those 
already witnessed. 

While some melons have been cut 
in the way of paying off accumulated 
preferred dividends of some of the 
“New Steels,” as yet the companies 
considered here have been conserving 
their resources in order to keep a large 
supply of working capital on hand and 
to improve and develop their proper- 
ties. 

It should be understood that these 
stocks are largely speculative. Owing 
to the fact that steel prices are un- 
usually high these companies are mak- 
ing unusual profits and to “invest” in 
any of them at present prices, no mat- 
ter what possibilities there may be in 
immediate dividends is to count on 


the duration of an artificial prosperity. 

To show how high steel and iron 
prices have gone, the following gives 
figures of composite iron and steel 
prices for 1912 and 1916: - 


Composite Prices 
Steel 


1912 
1.624 
14.823 


1916 
2.9747 
19.60 


The graphic shows the trend of iron 
and steel composite prices for the past 
eight years. 


COMPOSITE IRON & STEEL PRICES 


20 1909 | FSO | I9N1 | 1912 | 1913 1916 


Profits in the iron and steel industry 
aré now largest for those companies 
which own their own ore and coal 
properties and have transportation fa- 
cilities. Among the companies in- 
cluded in this article, Central Foundry, 
Eastern, Empire, Gulf States, Inland, 
Lake Superior (Algoma) Midvale and 
Nova Scotia have their own reserves, 
though in some cases the companies 
have only recently begun mining op- 
erations, and in others the properties 
are undeveloped. However, the extra 
profits due to mineyproperties are not 
so important as the basic financial con- 
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TABLE 1 
REFERENCE FIGURES ON THE “NEW STEELS” (000 omitted) 


Div. Stock Outstanding Bonds Outstanding 


Company Incor. Rate Price Yield 1916 1914 1916 1914 
Atlantic Dec. 7 7 96 73 750 185(*) 1,000 455 
(Curb) 1915 i Pp. oats 
6 130 5.6 nineties 


Carbon* 1894 6 125 4.8 3,000 3,000 


(Unlisted) common 
500 500 


4 8% lst non cum. p. 
1,500 1,500 
6% 2d non cum. p. 
570 (*) 


par $10 
3,600 3,600 
common 
4,600 4,600 
5% non cum. p. 
3,650 3,600 


1,254 

common 

2,500 2,500 

6% cum. p.° 
Gulf States§ 8 “ 4,929 3,284 

(N.Y.S.E.) 1913 common 

1,992 1,260 

7% Ast cum. p. 

3,989 3,107 

6%: 2d non cum. p 

9,915 7,883 


40,000 40,000 
(Philadelphia) 
MidvaleA§* Oct. 100,000 { 45,000 
(Unlisted) 1915 Cambria 
{ 9,750 
Midvale 
Nova Scotia4§* 1901 7,500 6,000 5,833 
(N.Y.S.E.) common 
1,000 1,030 4,000 
8% cum. p. debenture stock 
60 10,000 500 
Penn Seaboard*{} Dec. " 
shares issued: 
(Curb) ists ($3,600) 2,000 
50 
Seaboard 


{ 550 
Baldt 
- 525 1,500 1,500 
United Alloyt Apr. 52 { Poll United 
(Curb) 1916 $25,000 Steel 
*War orders. {Tools for war order companies. {Automobile steel. 
(‘) Atlanta Steel Co. {| Naval supplies (U. S.). 
(*) Notes Owns ore and coal properties 
(*) Carbon Iron Co. bonds, due 1917. A Owns steamers. 


(*) Carlson-Wenstrom Co., no data. ° 51% back dividends. 
(°) 42%% back dividends. 
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dition of the individual companies. 
Such companies as Central Foundry 
and Lake Superior were in decidedly 
poor condition previous to the war. 
Others were suffering from lack of 
capital in maintaining their deprecia- 
tion charges. The bad year of 1914 left 
most of the companies on the verge of 
bankruptcy and only the impetus of 
war orders and the rise in demand for 
domestic has carried them over, re- 
habilitated their plants and left large 
profits for dividends. But should the 
war end suddenly or within a year, 
most of the companies will be left with 
expensive equipment heavily capital- 
ized for capacity businesss and all will 
be beset with rapidly reduced prices, 
if not orders. Each, however, must be 
gauged individually. Table I compares 
the capitalizations of 1914 and 1916 
(when reorganized, something of the 
capitalizations of the original compon- 
ent companies) ; table II gives, as far 
as possible, the earnings position 
(when reorganized, something of the 


earnings of the original component 
companies). 

It must also be observed that some 
efforts have been made by these com- 
panies, indirectly, to sell stock to raise 


capital. Most have been listed on the 
exchanges since 1915 and the new in- 
corporations (of old concerns) have 
generally been on an extravagant 
scale as far as capitalization has been 
concerned. Practically all the stocks 
were inconspicuous prior to 1914. 
Since then, Midvale has been a Curb 
headliner, Gulf States has taken a ring 
in the Big Tent, and Nova Scotia is 
getting ready for a “specialty attrac- 
tion” on the big board also. Central 
Foundry, Empire, Lake Superior and 
Eastern are still rather inactive. 

The only position to take with re- 
gard to these stocks is that of the short 
haul speculation. The main factors 
will be: (1) Extra dividends, (2) trend 
ot iron and steel prices, (3) end of the 
war and (4) pool operations. Perhaps 
the last might go first, but pools are 
usually unable to hold prices off gen- 
eral trends for very long. They try 
to work with the trend. At present 


the trend is downward, or very near 
the turning point, and there is con- 
siderable space beneath for a decline. 


Atlantic Steel Co. 

This concern has plants at Atlanta, Ga., 
and manufactures wire, wire nails, wire 
fencing, staples, cotton ties, hoops, bars, etc. 
The plant has a capacity of F000 gross 
tons. Prior to December 7, 1915, it was 
known as the Atlanta Steel Co. changed 
to that name in 1913), Its income statement 
for the year ending December 31, 1914, 
showed a net income of $119,913 before divi- 
dends and interest. For the year ending 
December 31, 1915, the total net earnings 
were $283,573 before dividends and interest. 
Its initial dividend on the common was 2 
per cent., paid early in 1914. It paid 2 per 
cent. in February, 1915. It is now on a 6 per 
cent. basis. Earnings for the nine months 
ending September 30, 1916, amounted to 
$467,586, which was almost double the en- 
tire 1915 earnings. Earnings for 1916 are 
estimated at the rate of $65 on the common. 

While the earnings have been greatly in- 
creased, the capitalization has also been in- 
creased. The Atlanta company had $930,- 
000 common stock and $455,000 bonds in 
1914. The Atlantic company had, on be- 
ginning business, $1,750,000 common and 
$1,000,000 bonds. The plant, which was valued 
at $1,499,345 on December 31, 1914, was 
valued at $2,312,620 on December 9, 1915. 
The net working capital on December 8, 
1915, was stated as $1,750,000. On January 
21, 1916, the common stock was listed on 
the New York Curb with initial sales at $55 
(par $100). 

At its present price, 125 for the common, 
Atlantic should rise while the trend holds 
and prices remain high. However, the chances 
of raising the dividend rate above 8 or 10% 
are slight owing to the demands of the cumula- 
tive preferred at 7 per cent. 


Carbon Steel 


This company has plants at Pittsburgh 
and Lawrenceville, Pa., with an annual ca- 
pacity of 110,000 tons. It manufactures high 
grade, open hearth, electric and special alloy 
steel. It is now doing considerable work 
on war orders. The president of the com- 
pany went to England and negotiated sev- 
eral big orders. One order was for 75, 
4%-inch howitzer shells, and was completed 
three months in advance of requirements. 
By November, 1915, the president reported 
total orders on hand amounted to $14,463,- 
000, of which $11,000,000 represented war 
orders. The company also secured award 
on 9,611,720 pounds of steel for the navy 
yards. In January, 1916, it had completed 
the first two shell contracts and work had 
been started on a third for 9,000,000 shells 
The company is sold up months in advance. 
aoe company suffered from a strike in July, 


Carbon Steel has reduced its debt some- 
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what since 1914. Its capitalization is un- 
changed. The last dividend paid on the 
common was 5 per cent. in 1903. A 6 per 
cent. dividend was declared in September, 
1916. The preferred stocks are non-cumula- 
tive. 

Income statements of the company were 
not available until October, 1916, when the 
officers stated that the net profits for the 
zeae ending September 30, 1916, were $3,100,- 

7, surplus $2,264,586, previous surplus 
$132,677. In 1914 
$191,648. 

It has been building additions to its plant 
at Lawrenceville. 

At 125 the common stock would seem to be 
well advanced but may have a sharp turn on 
thé advent of dividends. 

Carwen Steel Tool 


This company was incorporated Decem- 
ber 10, 1915, and took over the Carlson- 
Wenstrom Mfg. Co., whose plant is located 
in North Philadelphia. The Carlson com- 
pany manufactures high grade steel tools, 
milling cutters, gauges, ball bearings, etc. 
It controls a patent on a high speed wire 
braiding machine and is now engaged in 
preparing it for the market. It has been 
doing an indirect war business in supplying 
high speed tools to such companies as Beth- 
lehem Steel, du Pont, American Brake Shoe 
& Foundry, Remington Arms, etc. 

There are few details available concerning 
the finances of the Carlson-Wenstrom com- 
pany. It was announced that the Carwen 
company was planning to enlarge the Carl- 
son plant to 100 per cent. more capacity. 

The stock of the Carwen company was 
listed on the Curb in January, 1916. In 
March, 1916, the company was said to be 
earning at the rate of $10,000 a month. 

Of the $1,000,000 capital stock (par $10) 
$600,000 is paid in. The company has no 
bonds, 

Carwen has possibilities of developing 
into a prosperous specialty company, but 
its tool business will probably suffer with 
the first signs of peace. With a continuation of 
the speculative interest in this class of securi- 
ties Carwen should show some appreciation 
from its price of 15. 


Central Foundry 


While this company manufactures cast 
iron soil pipes, it is also benefiting by the 
high prices of iron. Central Foundry has 
plants in Newark, N. J.; Baltimore, Md.; 
Anniston, Ala.; Bessemer, Ala.; Holt, Ala.; 
Vincennes, Ind., and Medina, N. Y. It also 
owns the entire capital stock and $435,000 
of $1,248,000 bonds of the Central Iron and 
Coal Co., and all the stock of the Central 
Radiator Co., and the entire $10,000 capital 
stock of the Central Foundry Co. of New 
Jersey. The company makes pipe special- 
ties, paying royalties on the patents. One 
of these is the “Universal Joint” and an- 
other, the “F. & W.” fittings. It is now 
leasing 60 retort ovens to the Solvay Process 


the company earned 


Co., from which it enjoys a large revenue 
at present. 

The company had a number of contracts 
which carried into the year 1915 at old 
prices of $9 a ton, but these were renewed 
at $15 a ton. Various rumors have been 
circulated about the company—that it had 
been taken over by U. S. Cast Iron Pipe 
and Foundry, that it had received large 
orders for hand grenades, etc. All were 
denied. 

The.~statement of the company for 1914 
showed a deficit of $164,000 and for 1915 a 
surplus of $40,410. Whereas the company 
earned about $5 a share on its preferred in 
1915, it was said that 1916 earnings were at 
the rate of $15 a share. In February, 1914, 
200 shares of Central Foundry common 
were sold at-auction in Philadelphia for $5. 
It was quoted at $20 on November 25, 1916. 
No dividends have been paid on the com- 
mon. 

At 20, Central Foundry stock has pos- 
sibilities of a further rise. Its business is 
domestic and should continue good with 
the high prices of steel at this level. The 
chances for more than ordinary dividends 
are small owing to the large amounts put 
into improvements and accruing obligations. 


Eastern Steel Co. 


The plant of thig company is located at 

Pottsville, Pa., manufacturing steel for 
structural and bridge work. Its annual ca- 
pacity of 250,000 tons ingots and 200,000 
tons shapes. The company acquired large 
iron ore deposits in Cuba in 1909. These 
are undeveloped. In 1912, the company 
leased the plant of the Warwick Iron and 
Steel Co. at Pottstown, Pa. This plant is 
equipped to manufacture pig iron. The 
lease is under an involved contract which 
guarantees dividends to Warwick share- 
holders under certain conditions. Payments 
are being made toward its purchase. 
_ The last account rendered by the Eastern 
Steel Co. was in 1913. Its preferred divi- 
dends accumulated until there was 56 per 
cent. back dividends due, in July, 1916. In 
that month 21 per cent. was paid off and 
finally the balance, putting the stock on a 
7 per cent. basis. No dividends have been 
paid on the $200,000 second preferred. 

The company announced in July that it 
would reopen the Boyerton mines which 
had been flooded and idle for several years. 
It also settled a strike by increasing wages 
10 per cent. in July. 

From the reports of 1910 to 1913 it ap- 
pears that the Eastern plant was losing in 
net earnings until it took over the Warwick 
plant, but whether the two plants were ben- 
efited by the lease from 1913-1915 is difficult 
to ascertain. 

At 128, Eastern common seems to be 
rather high but dividend prospects and good 
earnings may develop higher levels. Large 
extras are very doubtful, although the company 
is now in a strengthened position. 
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Empire Steel 


Empire owns furnaces, at Macungie, Pa.; 
Oxford, N. J., and Topton, Pa., and 115 
acres of mineral rights at Pine Island, ws in 
containing limestone deposits. The com- 
pany controls the Mt. Hope Mineral R. R. 
and the Victoria Coal and Coke Co., the 
latter company owning and operating 1,500 
acres of coal lands at Caperton, W. Va., 
and in turn controlling the Crane Iron 
Works through ownership of its capital 
stock. No dividends have been reported by 
the Virginia Coal and Coke Co 

The last income statement of the Empire 
Steel Co. was reported in 1912. To July, 
1916, 45.5 per cent. dividends had accumu- 
lated on the preferred. In March, 1916, 2 
per tent. was paid on the preferred and 
3 per cent. in July. No dividends have been 
paid on the common. 

In 1912 the company issued $200,000 col- 
lateral trust notes to improve its property 
at Mt. Hope. The Topton furnace which 
had been idle for two years was blown in 
again in December, 1915. Back in June, 
1914, the Lehigh and New England Rail- 
road obtained permission to acquire the 
stock of the Empire Steel and Iron Co. and 
the stock of the Crane Railroad, but nothing 
developed. 

The common stock has a narrow market. 
\t 86 for ay? referred, the possibilities of 
payment on back dividends are fair. The 
common at 46 is high but has possibilities of a 
further rise. 


Gulf States 


Gulf States owns a plant at Alabama City, 
\la., the Gadsden rolling mill, the Altoona 
coal mine, and operates under lease 150 
acres of adjoining coal lands. It also owns 
a Virginia coal mine and coke ovens, red 
ore iron mines at Shannon, Ala., near Bir- 
mingham; 400 acres of land and 319 acres 
of mineral rights at Porterville, Ala., and 
other extensive land properties. It also 
owns the entire capital stock of the Georgia 
Steel Co., which has only a nominal value. 

In April, 1916, the company’s stock 
(voting trust certificates) was listed on the 
New York Stock Exchange. Certain of the 
company’s treasury stock was issued. 

The company manufactures barbed wire, 
rods, plates, etc. Its business is domestic 
ind, with the usual prosperity in the South, 
should have fair chances to continue pros- 
perous., 

For nine months ending ener 30, 
1916, earnings were $1,609,941, an increase 
of $1,237,649 over 1915. This was at the 
rate of 40 per cent. on the common. It was 
stated that the company has practically re- 
built its plants out of earnings and that the 
self-fluxing ore mines would soon be opened 
so that, when the present iron contracts ex- 
cabs d, the company would have its own ore 
eds. 

Gulf States common at 180 seems fairly high. 

owever, considering the cotton factor in 


Southern prosperity, it seems that the earnings 
may be even better in peace times, especially 
as the company has its own supply of ore. 


Inland 


Inland operates works at Indiana Harbor 
and at Chicago Heights and has under con- 
struction new plants. It has five ore leases 
whose mines supply raw materials. The 
company has added a by-products coking 
plant, transporting the coke to Indiana Har- 
bor for consumption. The company has a 
lake fleet and sells ore to other steel com- 
panies. While it has had a steady domestic 
business, it has taken on some Japanese 
and French non-war orders and recently 
took on new railroad contracts. 

The company was in a strong position 
prior to the war, though earnings were de- 
clining somewhat. It has paid dividends 
regularly. 

Rumors that the company would be 
merged into Cambria were heard in Novem- 
ber, 1915, but nothing developed. The com- 
pany is adding to its plants and has greatly 
improved its properties. 

Even at the price of $385, Inland may 
prove a better investment than some of the 
low priced stocks. Inland has actually se- 
cured the full benefits of high prices and 
demand. Few companies can claim to be 
earning at the rate of $80 a share as Inland, 
and to have been prosperous before the war 
is as good as saving half the new earnings 
for dividends. 

The stock is inactive on the Chicago Ex- 
change because it is not often offered. It 
has more of an investment flavor than any 
of the other stocks. Compared with Beth- 
lehem Steel, it is a far more attractive stock 
to hold for the rise and dividends than the 
sky-rocket war order stock. 

Inland stock might decline somewhat but, 
allowing for probable extras, the net change 
might be offset by the dividend return, and 
leave a comfortable profit on the purchase. 


Lake Superior Corporation 


This is a holding company, the main sub- 
sidiary being the Algoma Steel Corporation. 
The holding company controls the Ontario 
Lake Superior Co., the International Transit 
Co., Trans St. Mary’s Traction Co., British- 
American Express Co. and all the $5,000,000 
common stock of the Algoma Central Rail- 
way Co., Algoma Central and Hudson Bay 
Railway, and $1,000,000 of the $2.000,000 
common stock, and the entire $1,000,000 of 
the preferred stock of the Algoma Eastern 
Railway Co. Algoma Central owns the en- 
tire $100,000 capital stock of the Algoma 
Central Terminal, Ltd. 

The real paying property, however, is 
the Algoma Steel Co., having a modern 
steel plant, a power plant supplying power 
to the ore mines, coal, limestone and iron 
deposits to supply raw materials. 
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It was reported in March, 1916, that, al- 
though the Algoma company was prosper- 
ing, there were heavy obligations and the 
plant needed betterments. While working 
at capacity, the concern would need to vary 
its output in order to sustain its prosperity. 
In June, it reported that munitions orders 
had been received and the plants were be- 
ing modernized. The company was making 
shell parts for the Canadian government and 
had received an order in May for 15,000 tons 
of rails from the Pere Marquette. At the 
October meeting, it was stated. that Algoma 
was producing at the rate of 280,000 tons per 
annum. Capital was needed for the Algoma 
Eastern Railway. 

For the. year ending June 30, net 94 
of subsidiaries were reported as $3,503,471 
against $1,356,210 in 1915. It has $2,432,500 
notes due in March, 1917. The company 
sold its water power plant for $1,000,000, 
which was used for new construction. ; 

This stock at $31 is well up. While 
dividend prospects are very slight, the im- 
proved condition of the property may make 
the stock worth at least $40. Owing to the 
overcapitalization of the company and the 
uncertainty of Canadian business after the 
war, the stock has a very speculative character. 


Midvale 
This company has plants at Nicetown, 


Pa., and has acquired all the stock of the 
Worth Bros. & Co. and the Remington Arms 


Co. (formed by Midvale) and the entire cap- 
ital stock of the Buena Vista Iron Co., the 
latter having large deposits of ore in Cuba. 
This ore contains 1% per cent. nickel, which 
is particularly valuable because Midvale is 
a heavy manufacturer of alloy steels. The 
Midvale plant produces armor plate, steel 
wheels, tires, forgings, axles and steel bars. 
Worth Bros. plant at Coatesville, Pa., has 
furnaces, plate mills and manufactures iron 
and steel tubes. The Remington company 
was formed in 1915 to manufacture rifles 
and occupies properties leased from the 
Baldwin Locomotive Works at Eddystone, 
Pa. In November, 1915, the Pennsylvania 
Co. (R. R.) sold its controlling interest in 
the Cambria Steel Co., and this was ulti- 
mately acquired by Midvale. In May, 1916, 
Midvale acquired the Diamond State Steel 
Co. with five furnaces and mills and re- 
incorporated it as the Wilmington Steel Co. 
Cambria has plants at Johnstown, Pa., with 
equipment to manufacture rails, structural 
plate, bars, wire rod, locomotive and car 
axle bolts, coal recovery by-products and 
has steamship and ore properties. 

The Midvale company has spent large 
amounts in enlarging and improving its 
properties. It has taken on large munitions 
orders, but the Remington rifle order is partly 
completed at a loss owing to the difficulty 
in fulfilling the contract requirements. 

The original Midvale company paid good. 
dividends before the consolidation. It has 
paid about 9.8 per cent. average dividends 


from 1907 to 1914, exclusive of a stock divi 
dend in 1910. Cambria has paid an averag« 
of about 4 per cent. from 1901 to 1915, and 
its position was steadily gaining strength 
Midvale (new) has increased its capitaliza 
tion of the combined companies greatly. It 
is now at $150,000,000. Allowing $45,000,000 
for Cambria (1914), $100,000 for the Wil 
mington Steel Co. (1916), and $9,750,000 for 
the Midvale of 1914, some idea is gained of 
the expansion in capitalization. 

In 1914, it was reported that Midvale had 
offered to sell its plant to the government. 

Midvale stock will probably be subject 
to pool operations. At 72, it has about 
even chances going up or down, with possibili- 
ties of a rise on the declaration of dividends 
It is now nearly 25 points above par. 

Nova Scotia 

This company has extensive coal, iron 
and timber properties in Nova Scotia and 
Newfoundland. Its plant is at New Glas- 
gow, N. S. The company is equipped to 
produce all kinds of steel products and has 
undertaken large war orders for the Allies. 
It has recently been building steamships in 
addition to its regular steel manufactures 
It has received large orders from the French 
and Russian governments for freight cars. 

Since the war it has increased its capital 
and has spent large amounts for better- 
ments and additions. Its .subsidiary, the 
Eastern Car Co., has received large orders 
for freight cars from abroad. 

The earnings of the company on its ordi 
nary stock have been fairly steady and suffi- 
cient, but the increasing capitalization is a 
factor against big dividends. The earnings 
have tended to increase, although there was 
a deficit in 1914 of $232,000. 

The stock was listed on the New York 
Stock Exchange in October, 1916. 

Nova Scotia at 147, seems high, but her« 
again dividend policies will largely determine 
the stock’s behavior. It may advance further. 

Penn Seaboard 

Penn Seaboard is a consolidation of the 
Penn Marine & Ordnance Castings Co., the 
Baldt Steel Co., the Penn Steel Casting and 
Machine Co., and the Seaboard Steel Cast 
ing Co. The company owns plants at New 
Castle, Del., and Chester, Pa., producing 
general steel castings and specializing in 
gun mounts, fortress plates, and other ord- 
nance parts, marine castings, propeller 
wheels, rudders, locomotives and general 
railway castings. It is said that the com- 
pany produces from 80 to 90 per cent. of 
all the marine castings in the United States 

Under the consolidation, the capital has 
been increased to build new shops and im- 
prove the properties. A large majority of 
the stock was placed in a voting trust for 
five years from June, 1915. 

The Baldt company paid an average divi- 
dend of 3.7 per cent. from 1903 to 1914. 
Seaboard Steel Castings paid an average of 
7.2 per cent. from 1900 to 1915 
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The original consolidation of the Baldt 
and the Penn Steel Castings Co. was under 
the name of the Penn Marine & Ordnance 
Co., capitalized at $10,000,000, with $2,000,- 
000 outstanding. Its successor, Penn Sea- 
board, is capitalized with 200,000 shares, no 
par value, with 60,000 outstanding. These 
represent an equity of about $3,000,000 at 
$50 a share. The capital stock of Seaboard 
Steel was $750,000 and of the Baldt company 


and has also built a second plant, having, in 
all, a monthly ingot capacity of 50,000 tons. 
The company is largely engaged in manu- 
facturing alloy steel for automobile com- 
panies, among them the Ford, Dodge. 
Willys-Overland, Studebaker, Franklin and 
Hyatt Roller Bearings. It is also planning 
to enter the railroad equipment field. 
United Alloy is capitalized with 525,000 
shares, no par, now selling about 52 and 








TABLE II 
RANGES OF “NEW STEEL” STOCKS AND EARNING RATES 


-———Highs and Lows ———— 


Company 

(x) § Atlantic 

Central Foundry, common. .100 

Central Foundry, preferred. 100 

(x) Gulf States f{ common. .100 
2d pfd.. 100 
Ist pfd.. 100 

Inland 

Lake Superior 

(x) § Midvale 


(x) Nova Scotia, common. .100 
Nova Scotia, pfd 00 
Eastern 

Carbon, common 

(x)Carbon, Ist pfd 

Carbon, 2d pfd 

Carwen (x) 

Empire, com. 

Empire, pfd. 


(x) { Penn Seaboard 


(x) § United Alloy 
(x) Listed since Jan. 1915. 
* On preferred. t On income bonds. 
+ Not given. 


A Original Midvale. 
{ Incorporated since January, 1915. 


Earnings Per Share on Common 
A... 


or CRE ‘ 


H. L. Est. 
1915 1916 1915 
§65 13 


*15 19 0 


1914 1912 
0 


1913 
1 


19 7 4.0 


40 «10.1 0 0 


9 141 


$10.5 
30 § 

1 °142 
80 «193 
4 86+ 
8.1 + 


14 


15 
7 


° Cambria. 
§ Atlanta Steel Co. 








$550,000. No data is available on the Penn 
Steel Castings Co. This stock at 60 may 
have a rise over a long period of continued 
prosperity, but dividend prospects must be 
regarded conservatively. 


United Alloys Steel 


This company took over the United Steel 
Co., of Canton, Ohio. The plant of the 
United had a capacity of 500,000 tons a year. 
United was capitalized at $1,500,000 stock 
and no bonds. United Alloy Steel has a half 
interest also in the United Furnace Co., 
whose plant adjoins United Alloy and sup- 
plies it with hot steel. United Alloy has 
spent $1,250,000 on the furnace company, 


representing an equity of about $25,000,000. 
Twenty-five thousand shares are held in the 
treasury for employees’ bonuses, etc. 

Net profits for the year of 1916 are 
estimated at $3,500,000, or $7 per share, with 
the ‘company at only 40 per cent. of its 
total future capacity. In 1915, United Steel 
earned $2,991,389 

Alloy has a good industrial background 
and seems to be in strong hands. The stock 
has good chances to advance on prospects 
of the company obtaining large domestic 
orders. Any changes in price should be very 
gradual. This stock may later be listed on the 
New York Stock Exchange. This has been 
the history of other new stocks. 








The fellow who margins soon lear 
alimony.—The Lamb. 


ns that even a war bride may call for 
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American Sumatra Tobacco.—For the 
year ending July 31, this company earned 
the full 7% on the $1,000,000 cumulative pre- 
ferred and 2.8% on the $6,800,000 common 
stock. It is estimated that the company will 
earn an equivalent of 7% on the preferred 
and 10% on the common in 1916-17 

The Florida crop, which has been har- 
vested, yielded 600,000 pounds and the Con- 
necticut crop 1,250,000 pounds. The com- 
pany also has on hand about $750,000 value 
of old crops. Big cigar manufacturers, such 
as Lorillard, are among the best customers 
and demand is so great that the company 
has difficulty in apportioning its stocks. 
Sumatra is also conducting the business of 
A. Cohn & Co., which specializes in sun- 
grown tobacco. This branch should yield 
about $200,000 profit for the year. 

During the last year the company paid 
all arrearages in accumulated preferred divi- 
dends up to March 1, 1916, and declared a 
dividend of 3%4% on the preferred payable 
Sept. 1, 1916. After making these preferred 
payments the company had $275,000 cash in 
bank and a credit to profit and loss equal to 
$10 a share on the common. ° 


Carbon Steel—This company has now 
paid off its entire floating indebtedness ex- 
cept current monthly bills and is in a posi- 
tion to take advantage of discounts on pur- 
chases of raw material. The company has 
made contracts for its requirements of pig 
iron and other raw materials at prices con- 
siderably lower than now prevailing and 
covering the entire year of 1917. Carbon 
has no important war orders now on hand, 
and its regular domestic business is running 
considerably larger than a year ago. The 
president stated that it would be the policy 
of the company to pay the regular 6% divi- 
dend on the common and extras from time 
to time as may be considered wise. 


Chevrolet Motors.—It is said that this 
company will close the month of November 
between 6000 and 7000 cars behind in de- 
liveries on the month’s business alone. The 
schedule of output of December is over 
10,000 cars, so that the accumulated unfin- 
ished orders for November alone amount 
to about two-thirds of December’s planned 
production. The company is doing a large 
export business and the total shipments 
abroad for the year are expected to approxi- 
mate 10,000 cars. 

Childs Co—The regular quarterly divi- 
dends of 134% on the preferred stock and 
1% on the common stock were declared to- 
gether with an extra of 4% on the common, 
all payable Dec. 11 to stock of record Dec. 2. 


Eastern Steel—Net earnings of the com- 
any are now running at the rate of about 
$3,500,000 annually. The company has paid 


off 21% in accumulated dividends on the 
first preferred and the remainder amounting 
to 28% will be paid off Dec. 15. 


About five years ago the company leased 
the Warwick Iron & Steel Co. of Potts- 
town, Pa., and is turning out large quanti 
ties of pig iron from this plant. The lease 
carries an option of extension or purchase 
and it is quite probable that the Warwick 
Iron & Steel Co. will be ultimately taken 
over. Eastern Steel owns ore lands in Cuba 
which are not developed. 

Dividends on the second preferred will 
— to se before 7 dividend can be 
paid on the common. his wil ire 
$160,000, 1 require 

The company’s business has been entirely 
domestic, ; 


Fajardo Sugar Co.—Report for the year 
ending July 31, shows: gross, $4,327,044; 
Net $1,725,439 compared with 1915 gross 
$2,267,778; and net of $405,133. Dividends 
paid in 1916 were $584,010 in 1916 against 
nothing in 1915. Surplus for the year is 
peo for 1916 compared with $218,557 
or ‘ 


_ Midvale Steel.—The contract for 2,000,000 

rifles has been relinquished. The contract 
has been changed but the parties to it are 
the same. The arrangement is different 
from that of the Eddystone Munitions Co. 
for the shell orders, new stock holding in- 
terests having entered the Munitions com- 
pany at the time that order was taken over 
by the British and Russian commissions 
The Remington Arms Co., controlled by 
Midvale, still holds the rifle contract as 
modified. Baldwin Locomotive Works, it 
is understood, foregoes its royalties under 
the rifle contract but will receive a rental 
for the new plant and will be relieved of 
certain operating expenses for which it had 
been responsible under the original con- 
tract. 

It is said that the Midvale Co. is assured 
of no loss on half of the rifle order and that 
a new contract promises a handsome profit 
on the other half of the order. 


Smith Motor.—Michaelis & Co. announce 
that the stock of this company has been 
oversubscribed three times. L. W. Scud- 
der, president, states that orders are being 
received at the rate of 120 truck units per day 


Wright-Martin Aircraft Corporation— 
This company now has $5,000,000 new cash 
in its treasury as a result of recent financ- 
ing, which in addition to $1,800,000 fixed 
assets and $2,200,000 working capital repre- 
sented at the time that the Simplex Auto- 
mobile Co. of New Brunswick was acquired, 
makes $9,000,000 represented in present 
plants and organization owned and con- 
trolled by Wright-Martin Corporation, an 
equivalent to $180 a share on 50,000 shares 
of preferred stock of the new corporation. 
This does not include value of good will or 
patents. 

The Wright patents are basic and have 
been so determined by the courts. 
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TOPICS FOR TRADERS 








Characteristics of Market Fluctuations 


Why a Security Is Not as Likely to Go One Way as Another 
— Plan for Diagnosing Probable Movements 
—A Case in Point 





By FRANCIS H. HOFFMAN 





N a recent article in THE MAGAZINE 
or WALL STREET the statement was 
made that at any given point a stock 

is just as liable to move up as down. If 
this were true it would place the stock 
and commodity markets on an out-and- 
out chance basis, but a careful examina- 
tion of stock and commodity price fluctu- 
ation shows that such is not the case. 

If wheat at $1.07 has just as much 
chance of going to $1.08 as to $1.06, 
there would be no more science to trad- 
ing therein than trying to guess whether 
the next flip of a coin will be heads or 
tails. The writer of the article wherein 
‘the statement was made that at a given 
point a stock has just as much chance of 
going up as going down refutes his own 
statement in the illustration of trades 
made. In it he takes an active stock and 
“goes with the market,” e. g., if Union 
is selling at 145 and goes to 146 he buys 
100 shares at that price and’ puts in a 
1 point stop and turns short where his 
stop is executed, going long again when 
it rallies a point., Now, if Union at 146 
had an even chance of going to 147 as 
against 145, there would be no use in 
buying it at 146. Why not sell it there, 
since the chances of its going up or 
down are even? Why do anything un- 
less you like to give money to the broker? 
If it is true that money can be made by 
going with the market, then we must 
come to the conclusion that when Union 
moves from a lower to a higher level 
the chances are greater that it will go to 
a still higher level than to a lower level, 
and that when it moves to a lower level 
the chances are it will go to still lower 
levels before it moves to a higher level. 
Concretely, if Union moves from 145 to 
146, the chances are greater for its going 
to 147 before it goes back to 145, and 





vice versa. On an even chance proposi- 
tion such as the roll of a die the chance 
of an even number coming up after odd 
has appeared twice in succession is, of 
course, exactly even. The appearance of 
odd or even is in no way influenced by 
what came out on previous rolls. 


Look up the Records 


To go one way and keep on going 
may be characteristic of certain stocks 
that are heavily traded in by the public. 
The only way to determine this is to go 
over a record for a period of years in the 
active stocks. The writer has done this 
and finds it to be true that when a stock 
gets going it usually keeps on going. 
But the commissions are a big item and 
are hard to overcome. It is best to know 
the characteristic movements of certain 
stocks, For example, when you find the 
active stocks are not in the habit of re- 
acting, a scale trading plan should be 
abolished, as that method should be used 
only in a stock that is in the habit of 
backing and filling and covering the same 
ground. The low-priced stocks, such as 
Erie, are the best to use with such a 
scale system. The action of the wheat 
market is entirely different and has the 
tendency to react from a given point 
rather than to go on in the same direc- 
tion. 

Wheat “chops” around over similar 
ground. So does corn and oats. The 
writer has not gone over the records in 
cotton very closely, but from superficial 
examination infers that cotton is a “one- 
way” market and should be the “pyra- 
mider’s paradise.” In his next article 
on this subject the writer will show a 
chart giving actual percentage for or 
against U. S. Steel, Union or Erie going 
a point higher after a rise of 1 point or 
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of going a point lower after dropping a 
point. This will be compared with the 
chances for or against wheat, corn and 
oats advancing another cent or dropping 
a cent lower after a movement in a given 
direction. These figures will be com- 
pared with the figures obtained from 
“even chance” movements. 


The “Turning Point” 


The most interesting part of market 
fluctuation is the turning point. Many 
people concern themselves with the rea- 
sons for the turning point. Reasons for 
market action are of no value. It does 
one no good to know the reason why a 
stock is going against you. The fact of 
its so doing, and that the broker is call- 
ing you for margin, is of far greater im- 
portance. On a point movement chart, 
if Union goes from 146 to 147% and 
drops to 146%, we can say that the turn- 
ing point was 147% for this particular 
movement. Now, if it goes to 147%, we 
can look back and say that 146% was the 
bottom for that particular movement. 
Union now sells at 14754. What does 


pay an average of 134 points before he is 
let out even. Theoretically the chances 
in a game of chance would be even, as 
previous action has no possible bearing 
on the future; but in the market Union 
should have greater chances of going to 
150%- from 149% than dropping back to 
147%. 


Theoretical Trades in Steel 


Herewith is reprinted a compilation of 
“make believe“ trades in U. S. Steel over 
the year 1911, and also June 11 to Nov. 
14, 1913, from a chart published by the 
Massachusetts Publishing Co. 

Hence we conclude that if Union 
makes a new high on a movement the 
chances of its going as high again as it 
dropped before, breaking out into a new 
high, is from 2 to 1 up to3 to 1. This 
method shows a profit every year, even 
after paying heavy sums in commission, 
and should show a room trader a very 
good living. 

It -is a good method to use when you 
get a tip on the stock market. For ex- 








THEORETICAL TRADES IN STEEL 


Points———__—__, 





Year 


1911 
Part of 1913 


sits 
Gross Profit 
89 42 20 27 

38 12% 


Loss Comn. Net Profit 


4% 21% 








this mean to an observant trader? Union 
found top at 147%, bottom at 146%. It 
breaks the previous top. What are the 
chances of its going one point higher as 
against one point lower? The chances 
of its going higher should be very much 
greater than the chances of its going 
lower and a perusal of the records show 
this to be true. The theory of the writer 
-is that the buying on the way up from 
146% to 147% is far better than the 
selling from 147% down to 146%, other- 
wise the stock would not have broken 
out into a new high on the movement. 
Therefore Union should go as high again 
as it dropped. Assume Union to go from 
145 to 149 and then react to 147%. It 
then makes a new high at 149%. The 
buying for the rally of 134 points should 
be much better than the selling, the aver- 
age short is “in a box” and will have to 


ample, the writer was told to buy Co- 
lumbia Gas & Electric. At the time it 
was selling on the Pittsburg Exchange 
at 22. It reacted to 21. Then sold at 
22%, and the writer hopped aboard with 
a goodly quantity and put his stop at 
20%, just below previous turning point. 
It kept going up and has since sold at 44. 
Suppose the tip had been a “lemon” and 
the stock dropped to 12, the writer would 
have lost 1% points but be well rid of 
a bad stock market commitment. The 
subject of stock market fluctuation as 
compared with “even-chance” fluctuation 
has hardly been touched on. To the per- 
son discovering a continual variance to 
such a degree that a rule can be deducted 
therefrom a golden harvest is in store. 
Remember, the market is human because 
it is made by men. Therefore study 
men—study the Market. 














Technical and Miscellaneous Inquiries 





Margin Trading 


Q.—Kindly explain to me the system of 
buying and 4% stocks on margin.—F. F., 
Atlantic City, N 

Ans.—In buying stock on margin you put 
up with your broker a certain percentage of 
the value of your purchase. Usually not less 
than 10%. The broker then buys the stock 
for you, loaning you the difference in the cost 
of the stock and the amount of money you 
have put up and charges you interest there- 
for. The broker having purchased the stock 
outright, pledges it and receives a loan from 
a bank. 

In effect, the money which you deposit 
merely represents margin to secure the broker 
against loss if the stock declines. 

In selling short, you put up a certain amount 
to protect the broker against loss if the stock 
goes up. A short sale operation is where you 
sell a stock which you do not own, and bor- 
row a certificate for such stock to deliver to 
the buyer. 


Selling Wheat at $2 


Q.—Wheat seems bound to touch $2 and it 
has occurred to me that a short sale of wheat 
at that figure should be a reasonably safe spe- 
culation and one that should lead to. very 
large profits. 

Would you advise such a sale, and in any 
case tell me just what to do to go about it. 
That is, the customary procedure to go 
through, the amount of margin, any technical 
requirements, specifications, etc., also the com- 
mission charged, what option to sell, etc. 

| have always followed grain prices. It 
long ago seemed to me that if wheat. really 
did go to the much talked of $2.00 mark it 
should be a good short’ sale and the article 
in this week’s MAGAZINE OF WALL STREET made 
me think it might be time to act—C. S. L, 
Lawrence, Mass. 

\ns—May Wheat Chicago we _ con- 
sider very dangerous to trade in at all now. 
We regret that we are not able to give you 
a more definite opinion than this, but we do 
not feel warranted in venturing an opinion 


whether wheat would be a good short sale at 
$2. Unless you are thoroughly sted on 
the commodity markets we strongly suggest 
that you do not attempt dealings in them un- 
less you can get a broker who is thoroughly 
posted and in whom you can place confidence 
and who will handle your orders and advise 
you. However, if you are interested in going 
into the matter further and desire to study 
up on the trading methods, etc., we suggest 
that you read the series of articles that appear 
in the MaGazIne oF WALL Street, by Arthur 
Prill, entitled Trading in Wheat. This series 
runs in eleven issues, and we would be glad 
to send you all the back copies, or if oy will 
wait a short while the articles will be pub- 
lished in book form and you could secure 
them through us. 


Curb Commissions 


Q.—A couple of days ago I bought through 
my broker (Stock Exchange House) 300 
shares Consolidated Arizona @ 2 1/16 and he 
charged me $18.75 commission. Is this cor- 
rect?—L. J., Forest Hills, L. L 

Ans.—The usual charge for buying curb 
stocks selling between $2 and $3 a share, is 
$3.12 per 100 shares, but there are no re- 
strictions as to what commission may . be 
charged by the broker executing the order. 
We suggest that you write the firm you bought 
this stock through and ask them if they have 
not overcharged you. 


Collateral on Loans 


Q.—If a bank gives a time loan on col- 
lateral and the value of the securities pledged 
decreases below the amount of the loan, can 
the bank sell the securities or demand addi- 
tional collateral before the time when the note 
is due. —T. B. P., New York City. 

Ans.—A bank may sell securities pledged 
under a collateral loan if their value falls be- 
low the amount of the loan, provided addi- 
tional collateral is not put up. They must 
first make the demand for additional collateral. 














MARKET STATISTICS 


Dow Jones Av 

20 Inds. 20 Rails 
109.21 
108.42 
108.03 
107.59 
108.02 
108.02 
10781 
107.71 
108.69 


Monday 
Tuesday 
Wednesday 
Thursday 
Friday 
Saturday 
Monday 
: uesday 
Wednesday 
Th iursday 
Friday 
Saturday 


Z 
= 
< 


eee Boe Be. 


107.85 
109.10 


? 


50 Stocks 
High Low 
101.51 100.01 
101.20 99.71 
100.22 98.49 

99.38 98.36 
99.50 98.10 
99.75 99.16 
98.88 98.38 
98.41 97,23 

98.10 


Total Sales 
2,059,200 
1,690,100 
1,725,200 
1,519,400 
1,403,200 


98.84 
Exchange Closed (Thanksgiving Day) 


98.13 
98.52 


96.62 
97.36 


1,141,300 
1,031,900 
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COTTON AND GRAIN 








Big Cotton Demand 





By O. D. HAMMOND 





UROPE continues to draw on Amer- 
ican supplies for cotton at an in- 
creased rate over recent years. 

The appended table shows the weekly 
exports from the United States for the 
four weeks of October and the first three 
weeks in November, and for purposes 
of comparison the exports for the cor- 
responding weeks in 1915 and 1914 are 
given. 
Bales, Bales, 
1915. 
125,469 
154,458 
117,402 
137,957 
194,700 
162,760 


November 18 
November 11 


October 28....... 
October 21....... 


October 7........ 142,246 


Total fer 7 wks.1,305,437 1,034,992 


Almost every week sees more cotton 
drawn from the country than for the 
corresponding week last year. The ques- 
tion that arises is how long can this 
keep up? During these past seven weeks 
cotton has sold in the neighborhood of 
20 cents and the price has been no 
detriment to increased exports. 

The Government reports from Wash- 
ington referred to in our last issue 
shows that for the period of October the 
consumption in America was greater 
than the previous October by 55,000 
bales. We see before us two certain 
factors: first, increased exports ; second, 
increased home consumption, and added 
to this the indications all point to a short 
crop. 

By the time our next magazine is 
issued, we will have before us the Gov- 
ernment Crop Estimate and whether 
the official estimate proves accurate or 
otherwise, in the final analysis, the sup- 
ply will be deemed fixed and certain. 
This estimate carrying with it the sanc- 
tion of the Federal Government will be 
accepted as accurate. Whatever the re- 
port shows, whether it be a commercial 


crop of 11,500,000 or 12,500,000 bales, 





the figures will be taken by the whole 
world as a measure of the American 
supply, and for many months those 
figures will be used in fixing the price 
of cotton. 

There was carried over this year 
from the crops of recent years less than 
2% millions of bales. This is, compara- 
tively speaking, a very small item. There 
must at all times be stocks of raw mate- 
ral carried by the mills. There must of 
necessity be some reserve stock carried 
in the various markets of the world, yet 
the carry over last year was scarcely 
seven weeks’ supply. 

Considering the fact that it takes many 
weeks for cotton to get from the gin to 
the mill, a scant seven weeks’ supply 
of American cotton is nothing more 
than a reasonable margin of safety. 
WORLD’S PRODUCTION OF COTTON, SEA- 


SON OF 1915-16 
For Home and Factory —— 
(Bales of 500 pounds gross) 
U. S. Upland, 1 1/16” and ie. - 10,263,000 
=. Ss. ‘See Island 1%” and over 858,000 


U. 
West Indies 


Euro 

Britich India 
Dutch India 
French Indo-China 
Philippine Islands 
a 


Prices for raw cotton have reached a 
point where they present a serious 
problem to the spinner, both American 
and foreign. The margin of profit be- 
tween -the -price_of -raw . cotton and_cot- 
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ton yarns at the prevailing quotations 
for cotton cloths and manufactured cot- 
ton articles has narrowed considerably 
and while the Southern and New Eng- 
land mills still have a working profit, 
it is inevitable that goods must be ad- 
vanced further or production curtailed. 

Increased wages to mill hands forced 
on the cotton manufacturer by the com- 
petition for labor and by the higher 
wages paid by the munition factories, 
has added another item to the mill man’s 
expense. The same causes that have 
forced him to pay above 20 cents for 
his material have forced him to pay 
more for his labor. 

The recent announcements from sev- 
eral South American Governments of 


subsidies and of a free gift of land to 
anyone who will settle upon it and raise 
cotton, suggests a hidden danger to the 
South in future years. Before the Civil 
War, the Southern States enjoyed a 
complete monopoly of cotton raising. 
The high prices brought about by the 
war caused foreign governments to turn 
to their colonies and offer rewards and 
prizes for cotton culture. India and 
Egypt and Russia all became cotton 
growing countries as a direct result of 
high priced cotton. Twenty-five and 40 
cent cotton in the period from 1861 to 
1873 was directly responsible for the 
great irrigation systems of Egypt and 
for the millions of acres of cotton plan- 
tations in British India. 











NEWS OR RUMORS OF NEWS 


“Wall Street must have news. It feels that it must have some excuse, out- 
side of general conditions, for putting prices up. If it cannot get news, it will 
take rumors,” remarks the writer of Wall St. Paragraphs in the Evening 
Post, anent the “copper consolidation” recently rumored in the Street. Con- 
tinuing, he says: “There are the copper stocks. Wall Street long wondered 
why the copper stocks did not move. Their earnings were phenomenal. They 
were constantly increasing their dividend distributions. And when the coppers 

to advance, the advance was at first attributed to the discounting of past 
and present earnings and dividends. But as the advance went further the old 
explanation was found unsatisfactory, unsuitable; and so rumors were spread 
around of future dividend increases and future orders. And these dividend in- 
creases and future orders came; there was placed with the copper companies 
of this country the largest single order they had ever received in their history; 
it was so great that it was equal to about one-quarter of their annual capacity; 
it was greater even than even the most optimistic forecasts had believed it would 
be. The copper stocks took an upward leap. But the leap was not great; 
it was short-lived, and people began looking about for a further stimulus. 
They talked of higher prices for the metal. Even these came; the metal went 
to the highest price since electrolytic copper was invented. The copper stocks 
again began to soar. This time their gains were greater and more sudden than 
ever before. Some parts of Wall Street could not see how the record price for 
the metal could be causing this.. And so merger rumors were started. The 
beauty of a merger rumor is the element of a, ony If you hear that the 
earnings of the So-and-So cop corporation have increased so much, you 
know just about what that will mean to the price. But you really do not 
know exactly what a given merger will mean to the value of a security. Hence, 
there is the glamor about it. You hear of a merger of copper companies 
with mines spread all over the country. You cannot see how that will affect 
any economies in production. You cannot see how that will lead to any in- 
crease in efficiency. You can see that if the merger is large enough it may 
be able to exercise greater control over the output, and hence the price of the 
metal; but you would naturally imagine that if the were big enough 
to do that, it would be big enough for the Department of Justice to call a halt.” 























Two Sides to Wheat Embargo Question 








By P. S. KRECKER 





ECENT declines in the wheat mar- 
ket may be attributed to what- 
ever causes suit the fancy—em- 

bargo talk, peace rumors, lack of ship- 
ping facilities, and the Federal Reserve 
Board’s attitude towards unsecured for- 
eign loans—but the underlying trouble 
was the over-bought and over-bulled 
condition of the market which had cre- 
ated a technically weak position. With- 
drawal of foreign buying orders when 
the $2 level was reached undoubtedly 
had their natural effect. The market 
underwent a healthy reaction and was 
placed in a position where it can respond 
to whatever new price factors may en- 
ter into the situation. 

It is to be expected that one of the 
most important immediate market in- 
fluences for some time will be the agita- 
tion for an embargo on exports of 
wheat. This agitation has been taking 
more formidable shape recently than 
ever and must be recognized as a po- 
tential factor of moment. It is certain 
that a determined effort will be made in 
Congress to enact some kind of a law 
regulating exports of foodstuffs. The 
proposition is bound to be a popular one 
because of the extraordinarily high cost 
of living and, were the attitude of the 
Administration friendly to an embargo 
bill, one would be rushed through Con- 
gress in jig time. But with presidential 
aid withheld the fate of such a measure 
becomes much in doubt. The powerful 
weight of rural opposition will be felt. 
Farmers have never had any legislative 
help when the value of wheat has 
sunken to 60 cents a bushel or lower, 
as it has in the past. They have been 
compelled to waste their time and labor 


and money without recompense. This, 
they will argue with some show of rea- 
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son, is ample justification for a laissez 
faire policy on the part of the govern- 
ment which now will permit. them to 
reap the full benefits of high prices 
brought about by natural causes. Were 
the farmer operating a corner, or cre 
ating a monopoly with control of prices 
as its object, his position would be a 
vulnerable one, but he is doing nothing 
but regulating the price of his com- 
modity by the law of supply and de- 
mand. An embargo bill would be a most 
unpopular measure in rural districts. 


It will be argued by advocates of an 
embargo that the farmer has sold his 
wheat, and would not be the sufferer 
were the price to be reduced through 
such legislation. Recent estimates show 
that most of the wheat has moved from 
the farms into the hands of middle men 
and consumers. One authority calcu- 
lates that from only 10 to 30 per cent. 
of the crop is left on the farms. How- 
ever, the farmer is likely to look ahead. 
He is figuring on high wheat as long 
as the war lasts, and will not yield 
meekly to any legislation designed to 
affect future values. Moreover, farmers 
will strongly oppose the establishment 
of a precedent for possible embargoes in 
the future. 


Embargo talk is not confined to the 
United States. In the Argentine, where 
there is a crop shortage, agitation for 
regulation of the food supply is strong 
and is having the natural effect of de- 
pressing values. Speaking offhand, it is 
more likely that such agitation will suc- 
ceed in the South American Republic 
than in the United States. At all events, 
it also is a factor to be reckoned with. 
Embargo agitation, then, may be counted 
upon to exert a sentimental effect against 
the market for some time irrespective of 
the outcome of such efforts. 

As far as the attitude of the Federal 
Reserve Board toward foreign loans and 
credits is concerned, it appears that un- 
due importance has been attached to this 
by the wheat trade. Europe must have 
wheat. - If credits and loans cannot be 
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arranged, she will have to pay for it 
with cash gold, of which her supply ap- 
pears to be ample in spite of shipments 
of something like $850,000,000 in the 
last year. A loan of $25,000,000 was 
recently made by a syndicate of New 
York banks for the purchase of wheat 
by the British government, however, 
and there is not the slightest doubt that 
another $25,000,000 would be available 
here if required. 

These questions bring up afresh the 
matter of supplies. A conservative cal- 
culation estimates the surplus stocks of 
wheat in the chief export countries as 
follows on November 1, 1916: 


Bushels 
Australia (old and new wheat).... 174,000,000 
DL ccsunt seb nbdeseeiageense.s coe 000,000 
EL. 6h cbiidaiadtws becom eatann 000,000 
India Pebiceed sats span aies wad Sa 0% 100,000,000 
United States ................+..- 000, 
MEE BSSa Soares sta nbbekeeedes s 470,000,000 


The question is, how far will this go 
towards filling Europe’s needs? From 
November 1, 1915, to July, 1916, ex- 
ports of wheat totalled 458,000,000 
bushels, and requirements are admitted- 
ly heavier this year than last. On the 
other hand, wheat has gone forward 
more rapidly this year than last, buying 
being stimulated by the known short- 
age of the world’s crops. North Ameri- 
can exports of wheat and flour as re- 
ported’ officially by the government bu- 
reaus in Washington and Ottawa re- 
spectively have run as follows this year 
compared with last: 





United States Bushels Bushels 
1916 1915 
ME |) Sicbdwsanconvend 10,422,000 11,555,000 
) = ay amare Soe 15,316,000 20,258,000 
September ............ x 5,864, 
October .............. 15,722; 23,590,000 
Total four month. ... 58,447,000 81,267,000 
let decrease .... 2... cece ee eceeee 000 








Canada Bushels 
1916 1915 
ED rho diag véenéalens 90, 4,046,000 
BUR 4. shvvendh-at gieca oe 23,128,000 3,151,000 
BR eat ae SS oral 1 . 7,629,009 
|S eR A aR cE 16,618,000 35,144,000 
Total four months.. 81,139,000 50,070,000 
WOU MON cian Cucadescetcs 31,069,000 


The total exports from North Ameri- 
ca, then, have been 139,586,000 bushels 
against 131,337,000 a year on the basis 
of these figures. The feature of the 
mevement has been a falling off in ship- 
ments during October. Last year, 58,- 
734,000 bushels were shipped during 
that month against only 32,340,000 
bushels October of this year. Never- 
theless, the net change in movement up 
to November 1 this year was an increase 
of 8,249,000 bushels. There has been a 
heavier importation all around by Eur- 
opean countries as evidenced by the 
larger visible supplies abroad. Drastic 
measures have been taken to regulate and 
actually reduce the quantity of wheat 
consumed, so that it is doubtful that ex- 
ports from Nov. 1, 1916, to the end of 
the season will reach a total as large 
as they did last season. The inference 
may be drawn from available statistics 
and indicated needs that Europe will be 
able to secure enough wheat to meet her 
requirements up to July 1, 1917. 

Advices on winter wheat acreage for 
the new crop continue to point to mod- 
erate increases in all producing States. 
A report on Oklahoma, just issued, 
makes the increase in that State 15,000 
acres. This is not large considering the 
extraordinary inducement that the high 
ptice offers, but it appears to be signi- 
ficant of a general increase which may 
reach an appreciable aggregate and, if 
the crop is favored with satisfactory 
climatic conditions, may result in a large 
increase in crop compared with the pres- 
ent year. 








INVOLUNTARY OWNERSHIP 


This country is moving steadily toward Government ownership of rail- 
roads—not by the conscious choice of the people but because a condition is 
being created from which Government ownership will be the only way out. 


—Ivy L. Lee. 
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Book Reviews 


These books are for sale by THE MAGAZINE OF WALL STREET. Prompt 
attention will be accorded all orders. 





THE MINES HANDBOOK AND COP- 
PER HANDBOOK 


By Walter Harvey Weed. Volume XII, 1916. 
Price $10.00. 


THE twelfth volume of the Copper’ Handbook 

has just made its appearance. Former 
editions were considered the standard author- 
ity on copper and copper mines. In Volume 
XII, Walter Harvey Weed, the editor, has 
surpassed his former efforts and in so doing 
has filled a long felt want for an authoritative 
work on American metal mines and muning. 
A study of the current issue shows it to con- 
tain an enormous amount of new data, where- 
as nothing has been omitted from former 
issues but the foreign company descriptions. 
This omission, we learn, is due to the war 
and the resultant inability to get the neces- 
sary information. The name of the publica- 
tion has been changed to the Mines Handbook 
and Copper Handbook and the work enlarged 
to cover all North American companies pro- 
ducing copper, lead, zinc, gold, silver, tung- 
sten, bismuth, antimony and tin. The policy 
of giving only unbiased, accurate and fearless 
descriptions has been adhered to in the new 
issue. Doutbful promotions and wildcats are 
classed as such. 

The number of chapters has been increased 
from five to eleven. Chapter I, Glossary of 
Mining Terms and Chapter II, Mineralogy; 
The Important Ore Minerals, enable the non- 
technical man to look up unfamiliar mining 
terms. Chapter III contains a Description 
of All Known Copper Bearing Minerals. 
Chapter IV includes the Description of All 
North American Mining Companies With 
Some South American Mines. Chapter V, 
The Metal Industry, gives statistics covering 
a number of years on production and prices 
of the metals. Chapter VI is devoted to a 
Resumé of the Copper Industry. This in- 
cludes essential facts of the industry in the 
United States and foreign countries wher- 
ever the war has not prevented their being 
obtained. Chapter VII, a list of the dividend 
paying mining companies of the United States 
and of mining st listed on the New York 
Stock Exchange and on the Curb. Chapter 
VIII, Data of the World’s Principal Mines, 
is presented in a concise tabulated form. A 
complete list of obsolete mining securities with 
references to former volumes is given in Chap- 
ter IX. Chapter X includes a list of names 
and addresses of mining officials, from presi- 
dent to superintendent of every company de- 
scribed in the book and includes practically 
ever man connected with the Mining Industry 
of North America. Chapter XI contains a 
geographical list of all mining companies ar- 
ranged by States, districts or towns for handy 
reterence. 

The Handbook becomes more valuable with 
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each addition. No other work covers this 
enormous field and it should prove indis- 
pensable to the mining world as an authority 
on “Metal Mines.” 





FUNDAMENTAL SOURCES OF 
EFFICIENCY 
By Fletcher Durell. (Price $2.70 postpaid). 


HIS book goes to the very roots of the 

subject and through the double process of 
analysis and synthesis lays down what may be 
called the “First Principles” of Efficiency. 

Written by a mathematician and a philoso- 
pher, it takes efficiency out of the domain of 
guess work and makes it a science, in the very 
highest sense of the word, with the ultimate 
principles of mathematics as a basis. ' 

A book of this kind goes very far, indéed, 
beyond most of what has been published on 
the subject. To most of us, efficiency means 
little more than the taking up of better 
mechanical processes, which we try out to 
see if they apply to our own line of work. 
Such a study as this, however, does away 
with such crude methods and opens vast 
horizons to the serious student. 

The object of the book is to find and eluci- 
date the primordial principles which must 
guide the human intellect in its search for 
improvements in the material world. Such 
principles, by their very nature, are universal 
in their application and thereby co-relate the 
otherwise chaotic mass of data that we have 
on the subject. Hence, the limitless possibili- 
ties for further discoveries along the lines of 
efficiency. 

A treatise of this kind occupies a very high 
rank in the field of scientific and philosophical 
research on a subject which has too often been 
left to narrow-minded or superficial writers. 





THE AMERICAN OFFICE 
By J. William Schulze. (Price, $3.20 postpaid). 


QNE of the extremely few books on this 

subject, “The American Office” gives us a 
clear and comprehensive description of the 
methods used by the most successful con- 
cerns in the country in the organization and 
management of the office. 

The author practically builds the office 
from the ground up. He has no new the- 
ories about it, but simply states, as he says. 
the experience of the better managed offices. 

The business man is told how an ideal 
office should be located and constructed. 
The problems of partitions, ventilation, 
light, furniture, general lay-out, fixtures, 
various time and labor-saving devices and 
machines are each taken up in turn and 
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handled from a thoroughly practical stand- 

oint. Then comes the training and 
andling of the employees so as to secure 
efficiency in the individuals, harmony be- 
tween the employees, co-operation between 
the departments. 

Such chapters as Personal Supervision, 
Stimulating the Employees, The Human 
Touch, etc., deal with these most subtle 
qualities which mark the real manager of 
men, the one who knows how to handle 
human nature through a combination of 
tact, firmness, carefulness and the placing 
of responsibility where it rightly belongs 

A large part of the book is devoted to 
the best methods of making and keeping 
records, card systems, etc. The actual forms 
are shown; nothing is left to be surmised 
or guessed at, but fully explained so that 
anyone can apply it at once to his own 
office. 

Born, as it is, out of the experience of the 
best brains in th> business world, this book 
will prove invaluable to “the executive whe 
realizes that, no matter how well he may 
believe his office is being managed, there 
are ideas and suggestions to be gathered 
from a study of other men’s methods.” 





THE ART OF SELLING 


By Arthur Frederick Sheldon. For sale by 
The Magazine of Wall Street. (Price, $1.35, 


postpaid.) 
ELLING is the very heart and soul of any 
business, as it is, under various names, 
the key to success in any line of human en- 
deavor. The qualities which make a sales- 
man are essentially the same qualities that 
make a successful lawyer, orator, or states- 
man. Wall Street had a concrete example 
of what it means to have a “selling genius” 
at the head of a company, when Bethlehem 
Steel rose from 50 to 600 as a direct result 
of Mr. Schwab’s flying trip to London at 
the beginning of the war. 

All selling campaigns are not as quick 
and spectacular as this one, but, to a large 
extent, the financial success of a business 
enterprise is determined by the selling abil- 
ity of its managers. 

Selling is an art and many books have 
been written about this art of being a sales- 
man. This book of Mr. Sheldon’s, however, 
doesn’t impress me as a book on salesman- 
ship; it is salesmanship itself. While I do 
not know Mr. Sheldon, I imagine he must 
be a most successful salesman himself. I 
feel, somehow, that this book has not been 
written by him, but rather lived by him. 

He has no wey | theories about selling 
but tells you just how it is done and how 
you can do it. He knows just the ob- 
stacles that a salesman is “up against” 
every day—and shows you how to meet 
them, because he, himself, has been through 
the same heartrending rebukes, turndowns, 
competitors’ arguments, price-cutting, etc. 


_ This little book is truly wonderful in its 
simplicity, so matter-of-fact, so practical 
and at the same time so complete in its 
treatment of the subject. Each chapter is 
a lesson and each lesson is clear, direct and 
immediately applicable. This, truly, is the 
“salesman’s catechism” and, were I a sales 
manager, I never would let one of my men 
start on the road without slipping in his 
handbag a copy of this, the most instructive 
and convincing series of “heart-to-heart” 
talks of a great <alesman to his less experi- 
enced brothers 





HOW THE WORLD MAKES ITS 
LIVING 


By Logan Grant McPherson. 
postpaid). 
MR. McPHERSON is a practical man of af- 
fairs, who has learned “economics” at first 
hand, as reporter, railroad man, mining ex- 
pert, as well as in books and treatises on 
the subject. This life-long contact with men 
at their work, this intimate acquaintance 
with the actual facts of the human struggle 
for existence and subsistence give his book 
a solid foundation on personal experience. 
Hence its lively interest to the business 
man. From the time when he had nothing 
but his hands to fight and work we follow 
man through the ages, step by step, slowly 
developing the enormous industrial machine 
which we know today. The birth and evolu- 
tion of commerce and banking, the era of 
corporations, the whole economic life of 
the world unfolds itself through the pages 
of the book as it did through the centuries 
of the past. 

What it is today, what it means, how it 
works, to what goal it tends, that is what 
Mr. McPherson explains, simply, graphical- 
ly, with no fancy theories or discussions; 
just the plain facts. The chapters on “Ac- 
counts and Statistics” and the increasing 
importance they have in our complex so- 
cial organization deserve special notice, as 
writers on “economics” seldom emphasize 
the growing part they play in the industrial 
system. 

Wall Street men ought to read most care- 

fully the chapters on “Speculation” and 
“Crises and Panics.” His definition of spec- 
ulators is most accurate: “The skirmishers 
who advance in the field of uncertain and 
undetermined value, taking the risk of loss 
with the intent to gain, and thus clear the 
way for the army of investors.” 
_ Note also this timely warning: “That the 
inexperienced should avoid speculation at 
a time when the psychology of the crowd 
results in the tumultuous and erratic bidding 
up and down of prices of unseasoned stocks 
and bonds.” 

Much can be learned, as the saying is, 
from one who has lived long, worked hard, 
and burnt the midnight oil looking up the 
records of the past. 


(Price, $2.20 





